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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-six years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 
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The Great Lending Institutions 
Use Mortgagee Title Insurance 


Title insurance makes mortgages more marketable. It eliminates detail from real estate loan 
departments and furnishes protection against loss from flaws in title. 

That is why so many of the large life insurance companies require mortgagee title insurance 
policies from borrowers. 

We have four hundred agencies and four thousand correspondents. We insure titles to real 
estate located anywhere in the United States and back our policies with the largest title guar- 
anty fund in America. 


Write for a copy of ‘The National Title Insurance Handbook” 
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Our Composite Trusts Place 


TRUST SERVICE 
WITHIN THE REACH 


MILLIONS 


The success of this plan, whereby a Living Trust 
may be started with a minimum of $500, has 
been conspicuous. In spite of its comparatively 
recent inauguration its operation already extends 


to thirty-three states and eight foreign countries. 


These Composite Trusts, made possible by our 


Composite Fund, are blazing a new trail in trust 


company service. 


Our booklet “ Trust Service Within the Reach of Mil- 
lions,” or our folder listing the recent investments of 


our Composite Fund, or both, will be sent on request. 


BROOKLYN TRUSI 


COMPANY 


MAIN OFFICE: 177 MONTAGUE STREET, BROOKLYN 
NEW YORK OFFICE: 26 BROAD STREET 


ONE OF THE OLDEST TRUST COMPANIES IN AMERICA 
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ULTRA-MODERN SETTING FOR BANKING HOME 


Design for $250,000,000 “Radio City,” to be constructed in New York City on ground 

owned by John D. Rockefeller, Jr. and embracing three square blocks between Fifth 

and Sixth avenues in the midtown district. The oval structure in the center will 

provide quarters for a bank or trust company. Contract of $10,000,000 for 125,000 
tons of steel construction was recently awarded. 
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THE LAWYER-TRUST COMPANY CREED 


ALLIANCE FOR PROTECTION AND SERVICE TO PUBLIC 


“Tf thou dost well, shalt thou 
not be accepted ?”—Genesis 


E controversy between lawyers 

and trust companies as to encroach- 

ments upon the domain of legal 

practice has broken out with re- 
newed virulence which is suggestive of a 
nationwide epidemic. The conflict in many 
states has reached the point where it plainly 
becomes necessary to unite the enlightened 
judgment and influence from legal as well as 
trust company circles. The problem is one 
which will most readily yield to solution by 
meeting on the neutral ground of common- 
sense, of absolute candor and unselfish 
regard for service and protection to the 
public, which is after all the final arbiter. 


On the one hand the responsible member- 
ship of the American Bar should recognize 
that there is a numerous element in its own 
midst which is inclined to put sordid motives 
of gain above those for much needed im- 
provement of standards and ethics. On the 
other hand the trust company fraternity 
should be vigilant in condemning any 
deliberate poaching on the legitimate pre- 
serves of the legal profession. Both sides 
should appreciate the incalculable benefits 
to the public and their respective activities 
which flow from mutual cooperation and 
observing a clear distinction as to what con- 
stitutes practice of law and trust adminis- 


tration. This is the preliminary basis for 
removing the irritating differences between 
lawyers and trust companies. Bitterness 
and hostile legislation will accomplish noth- 
ing toward a better understanding. 


It is a foregone conclusion that any at- 
tempt to either transgress upon the high 
calling of the legal profession or to arrest 
the proper exercise of trust services, is 
doomed to encounter defeat as contrary to 
public interest. Both the members of the 
bar and corporate fiduciaries exercise their 
rights and responsibilities as trustees. As 
such they are revocable and due account 
must be given to the weight of public 
opinion which sooner or later is expressed 
through channels of legislation. 

The state and federal governments have 
recognized and granted authority to trust 
companies and banks to assume and exercise 
fiduciary functions. Any effort to prevent 
trust companies and banks from performing 
such lawful duties should and will be re- 
sisted. The faith of the American people in 
trust service is confirmed by the great num- 
ber who confide their financial affairs and 
estates to the care of corporate fiduciaries. 
Such reliance is justified by official records 
of integrity, the competency and the im- 
munity from loss or malfeasance which 
attach to trust administration. It is hardly 
necessary to indulge in any comparison of 
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the relative merits of corporate and in- 
dividual trusteeship. The probate records 
tell the story. 

The intelligence of this country not only 
subscribes to but demands efficient trust 
service. The leading and more experienced 
members of the American bar most willingly 
accept and recommend the facilities of trust 
companies to their clients. They regard 
trust and legal services as co.nplementary 
and not antagonistic. Indeed, the average 
successful law office would be sadly crippled 
without the systematic aides and safeguards 
provided by the various departments of the 
trust company. The problems of estate and 
trust management, of investment of funds, 
keeping abreast with tax and other require- 
ments are far too co:nplicated to enable the 
lawyer to perform all these tasks. 

Within the limits of these pages it is im- 
possible to dwell upon the multiplicity of 
causes and influences which have con- 
tributed to the lawyer-trust company prob- 
lem. The solution is easier to define in prin- 
ciple than in practice. Underlying and 
dominating the whole situation, however, 
will be found those inevitable forces which 
have and will continue to change our social 
and economic structures. Neither the prac- 
tice of law or trusteeship can be regarded as 
static and bound to traditions which be- 
come obsolete. 
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LAWYERS WAGING A NATION- 
WIDE CAMPAIGN 


| RUST companies, for a number of 
years, have heen subjected to guer- 


rilla warfare from local and state bar 
associations, conducted under the guise of 
resisting lay and corporate encroachments. 
In a number of cities and states, amicable 
and sound working relations have been pro- 
moted by voluntary agreements and “‘codes 
of ethics” negotiated between committees 
representing bar associations and corporate 
fiduciary organizations. In New York, for 
example, where the laws are very strict 
against practice of law by corporations, such 
committees are now giving the finishing 
touches to a further revision of the platform 
adopted in 1921. This gives assurances of 
ironing out any remaining differences be- 
tween lawyers and trust companies in that 
city. Equally satisfactory agreements have 
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been developed in other cities and states. 
The crusade now in progress is concerted 
and nationwide. It is the outgrowth of the 
appointment of a special Committee on 
Unauthorized Practice, created at the last 
annual meeting of the American Bar Asso- 
ciation in Chicago, to cooperate with the 
Committee on Professional Ethics and 
Grievances. These committees are operating 
secretly through the state and local bar 
associations throughout the country. 


Legislative bills of a more or less drastic 
nature have been introduced in a score or 
more of legislatures. Some of the more 
radical not only prohibit trust companies 
from drafting wills and trust instruments, 
but seek to deny them the right to solicit or 
advertise for business as trustees, executors, 
etc., and even go so far as to make punish- 
able the giving of advice to testators and 
trustors in connection with the preparation 
of wills and trust instruments. These latter 
all bear the imprint of a concerted campaign. 
If we read between the lines it is evident 
that they are aimed not primarily at the 
improvement of legal standards but repre- 
sent an effort to cripple and arbitrarily 
restrict trust business. It remains to be 
said that the more experienced and success- 
ful members of the bar are taking no active 
part in this legislative propaganda. 

The attacks upon trust business are not 
confined to the introduction of restrictive 
measures which manifestly would impair 
the usefulness and place fiduciary institution 
in legislative straightjackets. In several 
states the bar associations have brought 
mandamus and contempt proceedings and 
have sought to indict trust business gener- 
ally, although the court proceedings are 
based upon isolated violations. 

Among the states where legislative bills, 
directed primarily against trust companies, 
have been introduced may be named: 
Massachusetts, Pennsylvania, Ohio, In- 
diana, Nebraska, California, Utah, Oregon, 
North Carolina, Minnesota and others. The 
obvious intent and hostile character of most 
of these bills indicate clearly that the issue is 
being forced by lawyers throughout the 
country and that trust companies and 
banks, locally and through collective action, 
must be alert to defend their rightful func- 
tions. This is a duty which they owe to 
themselves and the public. 
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AMERICAN PEOPLE WILL NOT 
PERMIT ‘“‘LEGAL MONOPOLY’’ 


UBLIC sentiment will not approve 


forceful methods of the American and 
local bar associations, insofar as they 
attempt to “unionize” by incorporation or 
set up a monopoly of those necessary and 
varied services which occupy the twilight 
zone between what is definitely the “prac- 
tice of law” and trust administration. The 
legal profession has itself chiefly to blame 
for its troubles. It suffers grievously from 
the great swarm of mediocre and incom- 
petent lawyers due to lax standards of ad- 
mission to the bar. In many states the 
requirements for midwives and embalmers 
are higher than the educational standards 
for bar candidates. The lawyers themselves 
are appropriating quasi-leg sal jobs. In the 
larger cities, great law firms have been 
established which are run exactly like cor- 
porations and suggest the creation of 
“Frankenstein, Inc.” The legal profession 
must also deal with the sad undermining of 
the administration of justice. 

When the legal profession cleans its own 
house then we shall witness a modus vivendi 
between lawyers and trust companies, at- 
tuned to public service and enlisting also 
the great institution of life insurance. Such 
triple alliance cannot fail to be profitable to 
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those who serve and who are served. In 
fact, the trust companies have shown every 
disposition to reconcile differences by ob- 
servance of ‘‘codes” and insisting that actual 
drafting and legal work shall be performed 
by lawyers. They refrain from either hold- 
ing themselves out in their advertising or 
solicitation as prepared to render legal 
service. Trust advertising invariably bears 
the advice: ‘‘Go and see your lawyer.’ Trust 
companies realize that the lawyer’s office 
and his good will are the most prolific 
sources for new appointments. 

Trust companies are as severe as lawyers 
in condemning those isolated instances 
which are happily becoming more rare, 
where trust companies deliberately invade 
the field of law practice. They are prepared 
to join with bar associations in discouraging 
and punishing such offenses. But they can- 
not be expected to remain on the defensive 
when blanket charges are unjustly made 
against trust practice in general. In some 
jurisdictions, where trust companies have 
been driven to the wall and threatened with 
laws which all but emasculate trust service, 
therearewhisperings of reprisal. Itis therefore 
earnestly to be hoped that the bar associa- 
tions will seek the path of mutual agreement. 


In a number of states and cities where 
lawyers and trust companies, through their 


U. S. INTERNAL REVENUE OFFICIALS WHO COLLECT AND HANDLE FEDERAL TAXES, 
VISIT PRESIDENT HOOVER AT WASHINGTON 
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respective associations, have negotiated 
““codes of ethics” the bar associations, with- 
out word of warning, have turned their 
backs upon such mutual agreements and 
have resorted to legislative attack. This is 
clearly a violation of good faith. It blocks 
the good work and negatives the good re- 
sults which have been accomplished and 
gained by mutual understanding. The 
American Bar Association should dis- 
countenance such erring policy. 
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BASIS FOR AGREEMENT WITH 
LEGAL PROFESSION 


VIDENCE that there is a basis for 
amicable agreement between trust 

companies and lawyers and that the 
trust people are eager to adjust disputes, is 
to be found in the platform adopted between 
the Corporate Fiduciary Association and 
the bar associations of New York, which 
is now being revised. The recommendations 
adopted by the Corporate Ficuciary Asso- 
ciation of New York under which har- 
monious relations have been maintained 
since 1921, pledge the members to “‘disclaim 
any desire or purpose to draw wills or other 
legal documents for customers or to furnish 
their own counsel for that purpose, or to 
give legal advice, but on the contrary that 
they expressly recommend to inquiring 
clients that they shall have their wills and 
other legal documents prepared by their 
own lawyers.”’ 

The New York platform affirms that trust 
companies take every legitimate means to 
bring to the attention of lawyers and the 
public their superior qualifications in fidu- 
clary capacities. There is the further agree- 
ment “that without in any way impairing 
their discretion, the members of the Asso- 
ciation encourage the practice of retaining 
the counsel of the testator or donor as 
counsel for the executor or trustee, believing 
in the justice thereof to the lawyer, as well 
as in its advantage in the administration of 
the trust estate.” 

In some cities the compacts between 
lawyers and trust companies are even more 
explicit in distinguishing legal and trust 
functions. In Boston, for example, the 
corporate fiduciary association has set up 
in addition to the code, a standing commit- 
tee which scrutinizes all trust advertising 
and methods of solicitation by members, 
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in order to avoid anything that may offend 
the rights or sensibilities of lawyers. The 
situation in Cleveland, St. Louis and Cali- 
fornia, where agreements were recently en- 
tered into of an apparently satisfactory 
nature, is that bar associations have de- 
liberately gone back on such compacts by 
introducing hostile legislative bills. The 
answer to that is that where trust com- 
panies act in good faith and bar associations 
persist in selfish attempts to deprive trust 
companies of their legitimate charter rights, 
the latter apparently have no alternative 
except appeal to the people. 

& 
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WHAT CONSTITUTES ‘PRACTICE 
OF THE LAW”’ 


ONFUSION and uncertainty prevails, 
even among the highest judiciary, as 
to a definition of “what constitutes 
practice of the law.” The legal profession 
has been shorn by statutory grant as well 
as by changing customs of many of its 
former prerogatives and sources of emolu- 
ment. This is attributable in large part to 
the greater efficiency and system of cor- 
porate service, the speed and volume of 
modern business which demands direct 
action and arbitration to the circuitous 
delays, expense, and ofttimes abortive 
administration of justice. Most important 
in their ‘‘decentralizing” effect upon the 
legal profession are the tremendous eco- 
nomic changes of this era and what Glad- 
stone termed “those great social forces 
which move on in their might and majesty, 
and which the tumult of our debates does 
not for a moment impede or disturb.” 
Corporate and lay practice of a legal or 
quasi-legal nature is steadily acquiring 
larger scope. While it is held that corpora- 
tions cannot practice law, there are many 
types of corporations which are lawfully 


‘engaged in services which are indistinguish- 


able from the “practice of law,”’ and where 
they perform such services much better 
than individuals. Title companies lawfully 
engage in searches, real estate conveyance 
and drawing up title insurance. Charter 
companies incorporate businesses; credit 
insurance companies and collection agencies 
collect accounts. Lawyers representing life 
insurance companies defend accident cases. 
Laymen, notary publics, patent office lay- 
men, tax adjusters, liability companies and 
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accountants provide a great variety of 
services which might be easily construed as 
legal practice. The great bulk of commer- 
cial, financial and banking business is con- 
ducted with printed forms. 

There are many types of individual and 
corporate trust agreements requiring only 
uniform clauses and provisions based upon 
mature experience and the best available 
legal judgment. What the trust companies 
have a right to demand is that they shall 
have a hand in the drafting of provisions, 
discretionary powers and liabilities of which 
they are a party. This applies especially to 
voluntary, living and life insurance trusts 
as well as trust indentures. They demand 
that trust obligations cannot be properly 
performed without expert advice. 

As a matter of fact the great majority of 
lawyers seek and are appreciative of the 
skilled legal advice from trust officers. That 
is proven by the favorable reception given 
by lawyers to prepared forms of wills and 
trusts and “attorney’s work sheets” which 
are freely circulated in booklet form bv 
trust companies for the exclusive use of 
members of the bar. As to actually drawing 
up wills and trust instruments, executions 
court actions and appearances, there lies the 
province of the attorney exclusively. Upon 
such recognition and not upon any attempt 
at restraint of advisory or complementary 
services, or forcing trust companies to 
accept incompetent and even unscrupulous 
attorneys—therein rests the true solution of 
the lawyer-trust company problem. 


RIFTS IN THE CLOUDS 


HE first quarter of 1931 has been one 
of patient and appreciable mending 
in general business and the industrial 
situation. The most favorable indication 
during March was the response and over- 
subscription to government, municipal, 
railroad and corporation security issues, 
exceeding the record for many months. The 
significance which attaches to the resump- 
tion of financial operations in large volume, 
is that bankers have become more confident 
and that plenty of funds are on tap for high 
grade, long-term investments and _ thus 
creating a flow of stagnant wealth back in- 
to channels of production. Early resump- 
tion of foreign financing is also anticipated. 
It is the prevailing judgment in financial 
circles that recovery is slow but certain, 
with definite trends in steel production, 
automobile output and building construc- 
tion. The fact is that financial and business 
leaders have taken the measure of depres- 
sion. The blight of fear and uncertainty 
has been removed by the severity of 
liquidation. The banks are in a more liquid 
position and ammunition is readily avail- 
able for return to normal. There are, of 
course, persistent adverse factors in the 
general situation, but they are beginning to 
yield. While stock exchange operations con- 
tinue largely professional, the general im- 
provement in sentiment is registered by an 
advance of nearly forty points from the low 
December average of most active listed 
stocks. 


LEADERS IN AMERICAN LIFE INSURANCE AND GOVERNOR ROOSEVELT AT RECENT ANNUAL DINNER 
OF NEW YORK UNDERWRITERS ASSOCIATION 


From left to right: 


Thomas A. Buckner, newly elected President, New York Life Insurance Company; Thomas I 


Parkinson, President, Equitable Life Assurance Society of the United States; Governor Roosevelt; Leon Gilbert 

Simon, President, Life Underwriters Association; Dr. Edward J. Cattell of Philadelphia; Ethelbert I. Low, Chairman 

of Board, Home Life Insurance Company of New York; Walton L. Crocker, President, John Hancock Mutual Life 
Insurance Company 
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THE WORLD SUCCUMBS TO THE 
‘DEAD HAND”’ 


HE recent passing of The World from 
the highly competitive firmament of 
New York’s great daily newspapers, 
affords another concrete example of the 
fatal consequences of attempting to stretch 
the “dead hand” into the uncertain future 
by means of inflexible clauses and cherished 
desires conveyed in trust instruments. It 
must seem strange that so brilliant a jour- 
nalistic genius as the late Joseph Pulitzer, 
Sr., with his unique opportunity for sens- 
ing the element of change in human affairs, 
should have fallen victim to this error. The 
motive in prohibiting trustees from selling 
the newspaper stock and enjoining his sons 
and heirs to preserve and perpetuate The 
World newspapers in the spirit in which he 
had striven to create and conduct his pa- 
pers, was doubtless prompted by fine public 
spirit. But the situation did not work out 
as he fondly desired. The trustees, faced 
with bankruptcy of the newspaper property 
and serious impairment of the trust estate, 
had no alternative but to appeal to the Sur- 
rogate as a court of equity and seek a release 
of the ‘‘dead hand.” 

The financial decline of The World was 
not due to lack of vigorous policy or enter- 
prise on the part of the sons of Putlitzer. 
The causes were directly attributable to 
the binding limitations of the trust which 
failed to make due allowances for changes 
entering into the journalistic field. It is 
conceivable that with a flexible trust and 
discretionary powers conveyed to corporate 
trustees, with an alert perception of their 
discretionary authority, that The World 
would be flourishing and profitable today. 
Such foresight would have prevented the 
only alternative of seeking interpretation 
and release from impracticable restraints 
when it was too late to save the newspaper 
from losing its identity and passing into 
syndicate control. 

It may be an indictment against present 
day public morals and taste that the lofty 
ideals which Pulitzer attempted to perpetu- 
ate, could not survive the test. Certainly 
the large cities of this country need news- 
papers which fight valiantly and uncom- 
promisingly against corruption in politicsand 
public office. This is urgently true of scan- 
dalous conditions today in New York City. 
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The prime lesson to be extracted from 7 /e 
World case is that those who desire to carry 
their cherished purposes into the future 
cannot do so from the grave, but by mak- 
ing elastic trusts which rely upon the dis- 
cretion and judgment of the living and 
especially upon corporate fiduciaries who 
are immune from the frailties of individuals. 
It is gratifying also to witness the broad 
powers of equitable interpretation in such 
cases, as exercised by Judge Foley in his 
ruling. 


2 °, 
“ . 


COMMINGLED TRUST FUND PLAN 
NOT A TAXABLE ENTITY 


HE Bureau of Internal Revenue has 
T| recently made a ruling which is of 

prime importance to all trust com- 
panies which are conducting or contemplat- 
ing the establishment of the plan for ming- 
ling trust funds in common or composite 
fund for investment. Doubt has prevailed 
as to the taxable status of income under 
such declaration of Trust. If investments 
of the fund are confined to common stocks, 
the liability of income to taxation at rates 
applying to corporations would most likely 
be immaterial. If all or chief part of in- 
come is derived from taxable interest, the 
application of corporation income tax would 
render the plan largely impracticable. 


A typical declaration of trust, covering 
the operation of a common fund for trust 
investment, was submitted to the Bureau 
of Internal Revenue for a ruling as to 
whether income of the fund is taxable to 
trustee or only to estates and trusts and 
ultimate beneficiaries entitled to distribu- 
tion. The Bureau of Internal Revenue ruled 
that such declaration of trust does not con- 
stitute taxable entity. This ruling is inter- 
preted to mean that income received by the 
trustee of the commingled fund will not be 
taxable to trustee or to taxation at the rates 
applied to corporations. The tax will apply 
only to ultimate beneficiaries as if received 
directly by the participating trusts and 
without intervention of the commingled 
fund. 

This favorable ruling will give encour- 
agement to trust companies which have 
inaugurated this service and to others who 
have hesitated because of the uncertainty 
surrounding the question of taxation. 
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FEDERAL TAX AMENDMENT ON 
REVOCABLE TRUSTS 


OWARD the close of the recent session 
‘g of Congress an amendment was 


passed by both houses and signed by 
the President which tightens the Federal 
Estate Tax law in its application to revoc- 
able trusts. The amendment provides spe- 
cifically for including in the gross estate of 
a decedent the value of property which 
may have been transferred by the decedent 
in trust or otherwise where ‘‘the trans- 
feror has retained for his life or any period 
not ending before his death (1) the posses- 
sion or enjoyment of, or the income from, 
the property or (2) the right to designate 
the persons who shall possess or enjoy the 
property or the income therefrom.” The 
amendment became effective March 3, as 
a part of the existing Federal Estate Tax 
law. 

Commenting on the amendment, Secre- 
tary of the Treasury Mellon stated: ‘‘With- 
out such legislation it was possible for a 
person, by making a conveyance of prop- 
erty for the use after his death of those who 
he intended should ultimately have it, to 
put the property beyond the reach of the 
estate tax law and at the same time to 
reserve to himself the income or enjoyment 
of the property just as if no conveyance 
had been made.” 


This action of Congress was prompted by 
and follows decisions of the Supreme Court 
in a number of cases, notably that of Burnet 
vs. Northern Trust Company. These deci- 
sions held in substance that ‘‘where prop- 
erty was conveyed in trust to himself for 
life the income from the property or the 
right to designate who should enjoy the in- 
come therefrom, the value of such property 
at the date of the transferor’s death should 
not be included in computing his federal 
estate tax, the transfer of such property not 
being “in contemplation of or intended to 
take effect in possession of enjoyment at 
or after his death” within the meaning of 
the federal estate tax laws.” 

Because the New York Estate Tax law 
is largely modeled on the federal statute, 
the New York Legislature approved a simi- 
lar bill to make the two statutes conform. 
The new statute was approved by Governor 
Roosevelt on March 10th. Simlar action 
may also be expected in other States. 
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UNIFORM TRUST LAWS 


DWARD J. FOX, as chairman of the 
recently created Committee on Fidu- 

ciary Legislation of the Trust Com- 
pany Division of the American Bankers 
Association, submitted at the recent Mid- 
Winter Trust Conference in New York, the 
first official announcement as to the manner 
in which the committee is approaching the 
problem of securing a greater degree of 
uniformity in conflicting laws of states gov- 
erning trust powers and procedure. The 
task confronting this committee is a diffi- 
cult one not only because of the great diver- 
sity in the statutes and decisions of the vari- 
our states regarding trust powers, duties, 
investments and innumerable questions of 
administrative policy, but also because of 
the differences of opinion on the subject of 
standardization which prevails among ex- 
perienced trust officers, as shown by a sym- 
posium published in the September, 1930, * 
issue of TRUST COMPANIES. 

As to the restatement of the law of trusts, 
which is now being conducted by a commit- 
tee of the American Law Institute, there is 
deserved and unquestionable approval. 
Advice received by Trust COMPANIES is 
that trust company counsel will be asked 
to cooperate with the committee of the 
American Law Institute. 

As regards the advocacy of a uniform law 
of trusts and standardized trust instru- 
ments, there is no unaminity among trust 
officers. The policy to be observed by the 
Trust Company Division committee is 
rather to be one of attrition and taking up 
specific phases which are most susceptible 
to greater standardization. The committee 
has therefore selected three subjects for im- 
mediate consideration, as follows: 


Clarification and simplification of the laws 
of descent and distribution. 

A statute relating to intermediate and final 
accounting. 

A statute relating to the implied powers of 
executors and trustees. 


Whereas standardization of the laws or 
procedure of all of the states presents a 
complex problem, it is noteworthy that 
such efforts along state lines are not only 
most commendable, but are being actively 
pursued in a number of states. This is 
especially true as to the laws of inheritance 
and those governing trust investments. 
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LIABILITY OF TRUSTEE FOR RE- 
TENTION OF NON-LEGAL 
SECURITIES 


fea HE urgent necessity for a clear and 
iT unprejudiced judicial determination 
of the liability of trustees in reten- 
tion and sale of non-legal securities in trust 
estates and where broad powers of discre- 
tion are conferred, is indicated by a recent 
decision of the Appellate Division of the 
Supreme Court of New York. This decision 
upholds the ruling of Surrogate Slater of 
Westchester County in the Frederick H. 
Clark case, wherein the Surrogate surcharged 
the corporate trustee of the estate for al- 
leged failure to use diligence. The trus- 
tee in this case was acting under broad 
powers granted by the will. Upon the ad- 
vice of investment and other experts, the 
trustee retained substantial holdings of 
Cuban American Sugar Company and 
Guantanamo Sugar Company common 
stocks. These stocks in the trust estate 
had fallen substantially in market value at 
the time for partial distribution of the trust. 
Surrogate Slater’s decision in the Clark 
case, which was promptly appealed, created 
wide interest among trust companies, be- 
cause his interpretation of the liability of 
trust companies in exercising broad dis- 
cretionary authority for retention of origi- 
nal investments, assumed a degree of re- 
sponsibility which exceeded judicial prece- 
dents. How greatly the individual attitudes 
of the judiciary vary on this subject is 
shown by the great body of conflicting de- 
cisions. But a short while after Surrogate 
Slater’s decision, surcharging the trustee, a 
ruling which was quite the reverse came 
from the Surrogate of New York County, 
in the Hall case, holding that a trustee will 
not be surcharged when, in good faith, it 
sold a large block of stock privately at a 
price which was lower than that at which 
the stock subsequently sold. 





Anticipating a final appeal to the Court of 
Appeals, the Appellate Division, in sustain- 
ing Surrogate Slater in the Clark case, did 
not hand down an opinion in connection 
with its judgment. Information is forth- 
coming that a final judgment on appeal to 
the highest court in New York should be 
available in two or three months. 


In the Clark case, the will authorized and 


empowered the trustee ‘to continue all the 
investment of money in the securities made 
by me and which shall come into their pos- 
session and control at my decease, without 
any personal liability for so doing...” The 
trustee, acting upon this authority, retained 
the stocks in question and continued to 
hold them on the advice of its own Executive 
and Trust Committees as well as sugar ex- 
perts whom it consulted. As long as the 
company appeared to be financially sound, 
the trustee deemed itself justified in such 
retention regardless of the day-to-day fluc- 
tuations of the market price. 

Surrogate Slater, in holding that the 
trustee was not prudent in continuing to 
hold the stock in the face of a declining mar- 
ket and knowledge of the unsatisfactory 
condition of the sugar industry, said, in 
part: 

“Tt is the opinion of the Court that 
the trustee did not exercise that active 
diligence, prudence, and high stand- 
ard of care which the law exacts, when 
it continued to hold certain of said 
stocks beyond the time when they 
should have been sold. It did not ex- 
ercise the solicitude for the rights of 
all interested in the estate which the 
law imposes on trustees. Reasonable 
diligence, intelligence and prudence on 
its part in the care of this trust has not 
been shown, the lack of which amounts 
to negligence. The objectors have sus- 
tained their burden of proof.” 

It will come as a distinct surprise to the 
corporate fiduciaries if the Empire State is 
to enact a special measure of legal liability 
for corporate trustees. 


7 o 2, 
SO “ “e 


FOURTH SOUTHERN TRUST CON- 
FERENCE 


HE fourth annual Southern Trust 
BW conicrence sponsored by the Trust 

Company Division of the American 
Bankers Association, will be held in Charles- 
ton, South Carolina, April 17-18. The chair- 
man of the general committee is G. Goodwin 
Rhett, chairman of the Peoples State Bank 
of South Carolina; chairman on committee 
on arranagements: J. H. McGee, assistant 
vice-president and trust officer, the South 
Carolina National Bank, and chairman of 
reception committee: Robert P. Edmunds, 
Jr., of the South Carolina National Bank. 














tee” Mines 


po 








TRUST COMPANIES 299 


MIDWINTER TRUST CONFERENCE 


HE recent twelfth Mid-Winter Trust 

Conference in New York was of un- 
usual significance. It yielded un- 
questionable proof that the record-breaking 
increase in trust activities and the accentu- 
ated demand for trust protection constituted 
the brightest spot in American business 
during a year of general gloom and disillu- 
sionment in other fields. Banking depart- 
ments wrestled with low money rates and 
lack of demand for commercial credits. 
Investment departments reflected “business 
depression.” Savings and thrift departments 
fared somewhat better because of the chas- 
tened public attitude consequent to specu- 
lative adventures. In contrast to the low 
gear and listlessness in all other departments 
of banking and finance, the trust depart- 
ment activities stood forth in vigorous con- 
trast. The implication is that American 
people have become appreciative as never 
before of the usefulness and the reliance to 
be placed on responsible and efficient trust 
administration. The summing up is that 
trust service is in even greater demand 
during periods of general business reverse 
than in prosperous times. 

Much of instruction and of practical 
value to trust operation and development 
is afforded by the proceedings and papers 
presented at the Mid-Winter Trust Confer- 
ence, which are published in this issue of 
Trust CompaANiEs. The outstanding im- 
pression is that of a new spirit of scientific 
management and of keeping pace with the 
broader aspirations of American social and 
economic life. Obsolete pen-and-ink meth- 
ods and cumbersome routine are being 
scrapped in favor of new devices and mod- 
ernized formulas, assuring greater economy, 
safety and expeditious operation. 








Living Trusts 


Increased 67% 


in one year 





CHART SHOWS INCREASE IN LIVING TRUSTS 
DuRING 1930 


PROMOTING PUBLIC FAITH IN 
TRUST ADMINISTRATION 


CORES of newspapers in various cities 
of the country have recently con- 
tained favorable editorial comment 
on the symposium of letters from forty-six 
of the forty-eight state banking depart- 
ments in the United States, published in 
the January, 1931, issue of Trust Com- 
PANIES Magazine. These disclosed from the 
official records that not a dollar of trust or 
estate funds has been lost where such funds 
and property have been confided to the care 
and management of trust companies and 
banks as fiduciaries. Several of these com- 
ments are reproduced in this issue of TRUST 
Companies. Since publication of this con- 
firmation of the safety of trust administra- 
tion from official sources, advice has been 
received from State Bank Commissioner J. 
S. Brock of Louisiana, stating that “we have 
no record of any loss to beneficiaries of 
trust or estate funds which have been or 
are under management of trust companies 
as trustees, executors, etc.”” This completes 
the record from all states with the excep- 
tion of North Carolina. 


A trust officer writes to Trust Com- 
PANIES: “I wonder if this record would be 
sustained in the final analysis, because the 
state banking departments are usually the 
last to hear of such losses.” 

The only answer to that comment is that 
if losses have occurred in the management 
of trust or estate funds, they have not been 
carried on to beneficiaries. That is, after 
all, the important point so far as the public 
or beneficiaries are concerned. The in- 
quiry related to “losses due to failure, mal- 
feasance or deliberate mismanagement.” 
Doubtless there have been losses or depreci- 
ation due to market changes in securities 
and value of property over which trust 
companies and banks have no control, ex- 
cept to the extent that such depreciation 
has been mitigated and often avoided en- 
tirely by conservative and skilled adminis- 
tration of property as well as handling of 
investments. There have also been in- 
stances where trust companies and banks 
have been surcharged for losses. 

The fact remains and is of prime sig- 
nificance that such losses have been made 
good by the trust company. 
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TRUSTOR-TRUSTEE CONSTITU- 
TION MAKES ITS APPEARANCE 


S a contribution to the current dis- 
cussion in furtherance of rendering 
more uniform and simplified the 
practice and administration of trusts, the 
Trustor - Trustee Constitution has been 
evolved as a document useful to both law- 
yers and corporate fiduciaries. It is desig- 
nated “an instrument of government of 
trusted estates.” It is designed to furnish 
the greatest possible immunity from litiga- 
tion and misunderstandings in manifesting 
the intentions of the trustor by clear, 
positive and direct written evidence and 
as having clear advantages over a mere 
common-law or statutory relationship. 
The authors of the Trustor-Trustee Con- 
stitution are R. H. Burton-Smith of the 
New York and Iowa Bars and co-author of 
Remsen on “The Preparation of Wills and 
Trusts,” in association with Eustace W. 
Tomlinson of the New York and Iowa Bars, 
author of “Treatises on Perpetuities and 
Powers,” and contributing editor of Corpus 
Juris. The instrument is available in 
printed and indenture form. The authors 
have provided also in printed form the 
English Trustee Act of 1925, as a companion 
document and as evidence of the modern- 
ized English trust administration practice. 
The Trustor-Trustee Constitution is the 
result of a long and careful search into Eng- 
lish and American experience in the man- 
agement of trusted estates. It is a serious 
attempt to derive from that experience and 
to make effectual the intention of the aver- 
age trustor who has determined to place his 
estate in trust with a corporate fiduciary. 
The document is embued with that philos- 
ophy of executive efficiency which holds 
that a placing of responsibility should always 
be accompanied by a grant of authority 
adequate to the proper discharge of respon- 
sibilities imposed. It is presented as a chal- 
lenge to lawyers and executives of corporate 
fiduciaries to make certain that all points 
covered by it are clearly dealt with in every 
testamentary and living trust instrument 
or are clearly covered by the statutes and 
judicial decisions of the jurisdiction gov- 
erning the trust instrument, unless deliber- 
ately determined to be unnecessary in the 
instrument under immediate consideration. 


RIGHT OF TRUST COMPANIES 
TO DRAW DEEDS UPHELD 


DECISION which has a significant 
bearing upon the dispute between 

bar associations and trust companies 
as to “practice of law” was handed down on 
February 28, 1931 by the Supreme Court of 
Georgia in the case of Aélanta Title and Trust 
Company vs. Boykin, Solicitor General. The 
question here revolved upon the right of the 
trust company to apply for a further 
amendment to its charter and exercise the 
power “‘to prepare any and all papers in 
connection with conveyance of real estate 
and personal property that it may be re- 
quested to prepare by a customer.” The 
judgment of the trial court was reversed and 
the Atlanta Title and Trust Company was 
upheld in its right to apply for the additional 
charter powers and to exercise the powers as 
described. 

The reasoning of the court is in effect 
that the service of preparing deeds and 
other papers in connection with the con- 
veyance of real and personal property is 
one which is incidental to and necessary in 
the proper conduct of charter powers and 
that the drawing of such deeds and con- 
tracts has never belonged exclusively to 
lawyers. The brief filed by the Atlanta Title 
and Trust Company as plaintiff in error, 
goes back to the middle ages to show that 
the writing of deeds was not restricted to 
the legal profession, but was shared by 
scriveners, clerks employed by landowners, 
members of monasteries and _ notaries. 


o 2 
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OREGON ENACTS UNIFORM 
PRINCIPAL AND INCOME LAW 


REGON is the first state to adopt the 
@ Uniform Principal and Income Act 

which is based upon the latest revised 
draft prepared by a committee of the Con- 
ference of Commissioners on Uniform State 
Laws. The Act was passed recently by the 
Oregon Legislature and signed by the 
governor. The instrument is limited in its 
application to the determination of prin- 
cipal and income as between life tenants 
and remaindermen under trust agreements. 
Advice has been received from that while cer- 
tain modifications will be made in the final 
draft, the sections dealing with stock divi- 
dends and premiums on bondsare practically 
agreed upon. 


t 








RESTORING AMERICAN BUSINESS 


GUARDING AGAINST FORCED AND 


ARTIFICIAL STIMULANTS 
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(Epitor’s Note: As a veteran and trained banker Mr. McHugh has been taught to 
hold firmly to fundamentals and to preserve a poise of judgment which fights shy of 
extremities of speculative exaltation and of exaggerated depression or gloom in busi- 


ness. 


In the midst of confused economic thought and of uncertainty in both business 


and finance, as to either the present or future, his clear-cut conclusions are refreshing. 
At the same time, while accurately appraising and going to the root of the present situa- 
tion, Mr. McHugh, regards recovery as not only inevitable but definitely under way.) 


HE present business situation has no 

parallel in American financial history. 

We never before had so severe and 
prolonged a business depression without first 
having had a period of acute credit strain 
in the business field, and without having an 
important body of business concerns in credit 
difficulties. After more than a year of de- 
pression, the great body of our commercial 
and industrial concerns are in a strong po- 
sition, with limited debt and a large volume 
of quick assets, including a great deal of 
eash. This, although undoubtedly a source 
of strength, has quite possibly delayed neces- 
sary readjustments and thus contributed to 
prolong the depression. 

In 1921 the situation was radically differ- 
ent. The money market was tight. Mer- 
chants and manufacturers were heavily in 
debt and creditors were pressing. The busi- 
ness man under pressure had no option but 
to make readjustments rapidly. Costs were 
scaled down rigorously. Unprofitable activi- 
ties were abandoned. Intensive study was 
made of the possibilities in shifting activi- 
ties. Past costs of production were forgot- 
ten and goods were sold for what the mar- 
kets would pay. A rapid readjustment was 
made in the whole price and cost fabric and 
the decks were cleared for improving busi- 
ness which began to show itself in the third 
quarter of 1921. 


Forced and Artificial Remedies Bound to Fail 

We attempted, following the stock market 
break in 1929, to hold the lines firm as a 
matter of collective policy. There should be 
no let-down in our industrial activities. 
Wages should not be reduced. Buying of 


equipment by the railroads and construction 
by the public utilities should be increased 
rather than: decreased, and prices generally 
should .be maintained. The business com- 
munity in general acquiesced in this policy 
and loyally tried to carry it out. 

The policy has failed, as was inevitable 
from the beginning. The fact is simply that 
the business problems of a great community 
cannot be solved by collective policy. They 
must be solved piece meal, each community 
and each enterprise studying its particular 
problems and adjusting itself to the markets. 
Prices in the markets are the sign posts for 
industrial action, and they are dependable 
sign posts when the markets are open and 
the prices are free to move with changing 
conditions. But it is not helpful to the trav- 
eler to find the sign post unchanged when 


the road ahead is blocked and a detour is 
necessary. 


As an illustration, the forced maintenance 
of eighteen cent copper for many months 
after demand had fallen off, led to increased 
production of copper on the part of those 
outside the group maintained prices, and 
led to a still further reduction in consumer 
buying, with the result that a great accumu- 
lation of copper took place. Thus the price 
was at last obliged to break more violently 
than would have been necessary had the 
price been flexible from the beginning. The 
artificial maintenance of wheat at levels 
above the world market, beginning in 1929, 
meant that other countries got an undue 
share of the export business, and that our 
accumulation increased. It meant also that 
more wheat was planted in the United States 
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than would have been the case had the price 
been allowed to take its natural course. 


Stock Market Stabilization 

In acute crises, in short periods when 
markets are demoralized, concerted action to 
steady the markets is sometimes necessary. 
It was found useful in the New York stock 
market for a short period in the autumn of 
1929. But no effort was made in that con- 
nection to prevent prices from falling, the 
effort was simply to make certain that at 
some price bids for stock were available. 
Nor were the stocks accumulated by the so- 
ealled pool on panic days withheld from the 
market when the panic was over. On the 
contrary, they were sold back to the market 
as rapidly as the market could absorb them, 
and the pool closed its operations with no 
stocks on hand in a short time after the 
panic. 

We all agree in recognizing the necessity 
for occasional activities of this kind, but 
must differentiate this in the sharpest pos- 
sible way from concerted action designed t9 
raise prices over substantial periods of time. 
and keep them permanently above the level 
which the underlying supply and demand 
situation justifies. Such policies prevent nec- 
essary readjustments, lead to the accumu- 
lation of increasingly burdensome stocks of 
goods carried on credit and finally compel 
more violent readjustment than would have 
been necessary if the readjustment had been 
made in the first place. We must keep mar- 
kets open and leave individuals and individ- 
ual enterprises free to make their own ad- 
justments to them. 


Readjustment of Labor Wage 

At the end of the war the slogan went 
around that “labor must be liquidated.” Fol- 
lowing the crisis of 1929 the slogan was that 
wages must be maintained, and with an as- 
tonishing unanimity the business community 
accepted the slogan. American business has 
learned a great deal since the war, and the 
relations of labor and capital have been 
enormously improved in the interval. The 
attitude of 1929 and of 1930 on the part of 
American business toward American labor 
represents a much higher order of humani- 
tarianism and of enlightenment. We have 
learned that the good will of labor is an 
exceedingly valuable business asset. We have 
learned that high wages and low costs may 
go together, if management is efficient, if 
capital and equipment are abundant, and if 
a small volume of labor can be used in 
conjunction with a large volume of capital 
in mass production. We have learned that 
the efficiency of labor is greater when labor 


is well fed, comfortable, and has a valuable 
stake in the economic welfare of the country. 


It is very logical to assume that while 
labor should have the maximum that can 
be paid with safety to the business com- 
munity it can be comfortable and have great- 
er purchasing power if it can have full em- 
ployment at moderately reduced wages than 
if it have part time employment at the old 
wage scales; otherwise to use a homely ex- 
pression we may “kill the goose that lays 
the golden egg.” Wages, interest, rents, prof- 
its and taxes all come out of the cash re- 
ceipts of the industry, and these are depen- 
dent upon the volume of the product sold 
and the prices at which the product is sold. 
When markets recede and the demand falls 
off, prices and costs must and do yield. 

In a general business slump, virtually all 
of the beneficiaries of the corporation’s gross 
income would normally expect to receive less. 
The business pays lower prices to the pur- 
veyor of its raw materials, it pays lower 
rates of interest to its bankers. The Govern- 
ment gets less taxes from it. Profits for 
the stockholders are sharply reduced or dis- 
appear entirely. If leases expire, they are 
renewed at lower rentals. If any of these 
readjustments are delayed, difficulties arise. 
If the business refuses to reduce the prices 
of its products, its volume falls off very 
sharply and much more sharply than neces- 
sary. If the producer of raw materials holds 
obstinately to a higher price that is justified, 
the volume again must be reduced, and sim- 
ilarly if labor holds to fixed wage scales, 
production goes lower than would otherwise 
be necessary. 

American business has surely maintained 
wages long enough in this period of trou- 
ble ‘to have earned the confidence and good 
will of labor with respect to the matter. 
Surely it is not unreasonable to ask labor to 
join with us in a re-examination of the eco- 
nomic fundamentals underlying wages with 
the object in view that a mutually satisfac- 
tory conclusion will be reached designed to 
reduce costs and to increase both employ- 
ment and the buying power of labor. 


Importance of Debt and Credit Inflation 

The roots of our trouble go far back, but 
it is less important for us to consider water 
that has already gone over the dam than 
it is to consider the forces which are work- 
ing at the present time, and which may be 
subject to control. I want to give considera- 
tion to certain questions of present and fu- 
ture policy on the part of both of the busi- 
ness and banking community, and of the 
governments. 
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The world tried to escape from the evil 
effects of the war, and tried to heal the 
wounds of the war, by an immense increase 
in debt, debt which increased faster than 
production, debt much of which was _ in- 
curred for consumption. We had a break- 
down from this cause in 1920-21, since which 
time a great deal of the impossible burden 
of debt that had been piled up was simply 
wiped out by the collapse or depreciation of 
currencies in many of the states of Europe. 

Following this collapse, we started afresh 
with the creation of a great gold standard 
debt, which was designed to facilitate pro- 
duction, but which did, in effect, run far 
beyond the increase in production and the 
increase in productive capacity. This was 
made possible by the concentration of an 
undue proportion of the world’s gold in the 
United States, which enabled us for over 
six years to expand credit at a very rapid 
rate, unchecked by the need of paying at- 
tention to our gold reserves. 

sank credits in the United States ex- 
panded 14% billion dollars in loans and in- 
vestments, and 13% billion dollars in de- 
posits, between 1922 and early 1928. The ex- 
pansion was not needed by commerce, and 
it was not taken by commerce. It went, 
instead, into real estate mortgage loans, into 
installment finance paper, and, above all, 
into bank holdings of bonds, and collateral 
loans by the banks against stocks and bonds. 
Our financial authorities supported this proc- 
ess by their rediscount rate policy, by open 
market purchases of government securities 
on a large scale, and by open market opera- 
tions in acceptances at very low rates. Our 
position was so important that the whole 
world followed us in credit expansion, using 
the dollar credits which they obtained in 
loans from us as reserve money on the basis 
of which they could expand bank credit in 
their own currencies in many countries. 


Conversion of Capital Obligations 

With six years of easy money, during 
which speculators felt little or no check from 
the money market, and during which security 
issues were floated with great facility, the 
world’s debt grew with startling rapidity. 
It must be borne in mind, first, that the 
mere increase in bank credit constitutes an 
increase in debt. Bank loans and invest- 
ments are debts of the public to the banks, 
and bank deposits are debts of the bank to 
the public. But further, bond issues repre- 
sent increase in debt, and a flotation of 
bonds by states, municipalities, and foreign 
governments and real estate interests moved 
with great rapidity. 





JOHN McHuGH 


Chairman of the Executive Committee of the Chase 
National Bank of New York 


One of the good things, and one of the 
fortunate things that became clear during 
this period was the fact that our businesses 
issued stocks rather than bonds, on a great 
seale, in the latter part of it, with the pro- 
ceeds of which they actually reduced their 
debts in many cases, so that they came into 
the depression of 1929-30 in very liquid po- 
sition. This was true even though the hold- 
ers of the stocks which had been issued were 
in many cases carrying these with borrowed 
money and were not in so fortunate a posi- 
tion when the stock market crash came. 


The Root of Our Trouble 


The root of our trouble lies in an old, old 
practice. Plainly stated, we have let debt 
mount too fast. We have made it too easy 
for people to get into debt. Agricultural 
credit facilities, for example, had been made 
so abundant in the past decade in the United 
States, that the debt burden of American 
agriculture is very heavy. It is far better 
that borrowers should be restrained, and 
should have too little, than that they should 
be unrestrained and have too much. The 
quality of credit deteriorates when credit is 
excessive. 

Many a country banker was a good banker 
in the old days when he had hardly enough 
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funds at his disposal to take care of the 
needs of his customers. He had to study 
carefully the amounts that-he could lend, 
the credits that were good, the times when 
loans would be repaid, and the problem of 
being ready with adequate cash to meet his 
peak needs. But many a country banker 
found himself a poor banker when he had 
excessive funds, more than his farmer cus- 
tomers needed for their seasonal needs and 
when he was obliged to go out and compete 
with other bankers in the effort to place his 
funds profitably. Having excessive funds. 
he tied them up in an undue buying of real 
estate mortgages, in an undue buying of high 
yield bonds with narrow market, and banks 
have gone under in the past year, which 
would not have done so had they not had too 
much money at their disposal a few 
back. 


years 


Gold Situation and Control of Credit 

The problem of credit control is the prob- 
lem of proportioning the volume of credit to 
the needs of trade. When we expand credit 
beyond that we invite difficulties of the kind 
we have seen, and reaction such as we now 
have. Cheap and excessive credit is one of 
the most dangerous things that a community 
can face. 

The next few years do not hold forth the 
prospect of rapid credit expansion based on 
excessive gold. Most of the rest of the world 
has come back to the gold standard and 
will compete for gold when trade revives. 
Central banks all over the world and the 
Federal Reserve System will have to com- 
pete for the newly mined gold, and will have 
to consider their reserve positions in deter- 
mining credit policy. Many people, used to 
the rapid credit expansion of recent years. 
are afraid of this. Sound thinkers welcome 
it. It means merely a return to pre-war 
banking conditions, under which gold itself 
exercised a wholesome check on undue credit 
expansion. 

The gold standard is not an easy master. 
It is inconsistent with prolonged periods of 
excessive credit. It requires liquidation of 
credit, makes us pause and take stock, and 
reevaluate the basis of credit from time to 
time. Those of us who believe that the qual- 
ity of credit is important are not afraid of 
this. On the contrary, we find in it a safe- 
guard. 


Foreign Trade and Loan Situation 
One of the things that the great credit ex- 
pansion which followed 1922 did for us was 
to permit our export trade to go on despite 
our high protective tariffs. When not inter- 
fered with by other large factors, high tariffs 


TRUST COMPANIES 


prevent the foreigner from getting dollars by 
sending goods to us, and selling those goods 
in our markets. Except as the foreigner can 
acquire dollars, he cannot buy our goods, and 
our exports consequently decrease and in 
many cases cease. 

During the period of rapid credit expan- 
sion, and especially in the period from the 
middle of 1924 to the middle of 1928, we 
loaned the outside world so much money 
that our exports went out in great volume. 
We loaned so much during that four-year 
period—approximately six billion dollars on 
foreign securities publicly placed in our mar- 
kets (not counting refunding loans)—that 
the foreigner could buy our exports and still 
have surplus funds which he could lend back 
to us at high rates of interest during the 
period when our stock market was booming 
most, in 1929, and call rates were highest. 
We ceased taking foreign bonds in quantity 
in the middle of 1928S, but the influence of the 
very great lending to foreign countries car- 
ried over for very nearly another year. The 
collapse in our export trade came in the 
latter part of 1929. 

Today our exporters are feeling the full 
effects of the shrinkage in foreign loans and 
of our tariff policy. Today we are seeing 
that if we do not buy we cannot sell. Our 
foreign bond market is congested and the 
debt service on foreign debt is heavy. The 
foreigner must use such dollars as he can 
get, first, to pay interest and amortization 
on existing debt to us, and then only what is 
left is he free to use in buying our goods. 





Penalties of High Protective Tariff 

We intensified his difficulty in this matter 
by raising our tariff in 1930. The time has 
surely come to forget whether we are Demo- 
erats or Republicans, and think of this mat- 
ter in terms. This is no time to 
advocate trade, nor to advocate the 
sweeping away of the whole protective tariff 
system to which we have so long been ac- 
customed. But it is time to consider down- 
ward adjustments designed to permit the 
foreigner to sell enough goods in our mar- 
ket to put him in possession of dollars that 
in turn will enable him to carry out the 
volume of exports which is necessary to keep 
a balanced situation in the United States. 

Agriculture, first of all, is bearing the pen- 
alty of our high tariffs. Our farmers’ mar- 
ket abroad is greatly injured. Our farmers’ 
buying power in this country is consequently 
greatly reduced. Farms are being abandoned 
and men are moving from country to city 
because their markets are gone or impaired. 
Automobile production is injured, oil 

(Continued on page 459) 
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CLARIFYING THE LAWS GOVERNING TRUSTEES 
AND EXECUTORS 


MODERNIZING THE TOOLS OF TRUST SERVICE 


LOUIS S. HEADLEY 
Vice-president, First Trust Company, St. Paul, Minn. 





(Epiror’s Note: This is a most instructive contribution to the subject of securing a 
greater degree of uniformity in trust law and procedure, which has become a subject of 
lively interest and study among trust officers. He voices the doubt which exists among 
experienced trust men as to either the advisability or possibility of securing a standard- 
ized Trustee Act in this country which shall be all inclusive and shares the belief that 
this result can be approximated by gradual approach and taking up phases which are 
most susceptible to uniformity. Mr. Headley deals in scholarly fashion with fundamental 
and practical essentials of modern trusteeship.) 


RUSTEESHIP is not what it used to 

be. Three centuries have transformed 

a relationship characterized in the time 
of Henry the Eighth as a device “to defraud 
the wife of her third, the lord of his escheat 
and the poor tenant of his lease” into the 
surest implement for family security yet de- 
vised. An artifice to evade the Statutes of 
Mortmain is today a recognized tool in cor- 
porate finance. Rights which at one time 
rested solely in the conscience of the trus- 
tee have become the subject of a_ brilliant 
body of jurisprudence. From a passive re- 
ceptacle of title a trustee has become the 
wise counsellor, the active manager of prop- 
erty, the modern man of affairs. 


New Aspects of Trusteeship 

This emergence of trusteeship from the 
shadow of uncertainty and suspicion into 
the light of modern business is the result, 
in large measure, of the fuller recognition of 
the separability of the burdens and benefits 
of wealth. They need not go together. It is 
perfectly possible for one person to enjoy 
the fruits of property while another bears 
its burdens. In pastoral days the practice 
was otherwise. Then the one who had the 
benefits of cattle and lands carried the bur- 
dens also. But the modern industrial order 
has brought a great change. Wealth has 
increased tremendously. The corporation has 
multiplied the quantity and complicated the 
forms of personal property, ownership is 
scattered, taxation has become a major prob- 
lem, methods of doing business are no longer 
simple, and in consequence management has 
assumed a place of increasing importance. 
This increase in the burden of property man- 
agement, coupled with the recognition that it 


can easily be separated from the benefits ac- 
counts, very largely, for the recent remark- 
able increase of entrusted property. 

Trusteeship at the outset is a status. The 
first separation of burdens and benefits cre- 
ates a relationship between two individuals. 
One has the enjoyment of property and the 
other has the control. The problem at once 
presents itself as to the rights of the bene- 
ficiary and as to the duties and powers of 
the trustee. Upon a clear statement and un- 
derstanding of these rights and of these pow- 
ers depends, in large degree, the proper ad- 
ministration of the trust. It is my purpose 
to examine briefly into the sources, extent 
and exercise of powers by executors and 
trustees and to make some observations on 
how these powers may be more adequately 
defined. 


More Adequate Definition of Trust Powers 

The powers of a trustee, and I shall use 
the term in its broad sense to include anyone 
acting in a fiduciary capacity, arise, ordi- 
narily, from one or more of three sources, 
the general body of the law, the statutes of 
the state having jurisdiction, and the in- 
strument creating the trust. 

The settlement of any trust, ipso facto, 
raises certain general powers in the trustee. 
They arise without special grant and are nec- 
essarily incident to the relationship. Their 
only statement is in the record of decided 
cases, and to that extent is variable and in- 
definite. They are adequate for the perform- 
ance of such duties as are directly or im- 
pliedly imposed upon the trustee. They may 
be exceedingly meagre in case of passive 
trusteeship and limited to a permissive oc- 
cupanecy by the cestui que trust, or the per- 
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formance of such legal acts as the cestui may 
require; or they may be reasonably broad 
and extensive, for they are always commen- 
surate with the duty imposed. The necessity 
of the situation is the limit of these powers. 
The only discretion is such as is necessary 
to carry out the clear purpose of the trust. 
3eyond that the trustee’s powers are simply 
non-existent. 

Examples of general powers are familiar 
to all trustees. Thus a trustee of real estate 
may make repairs, but not beyond the neces- 
sity of the after that his account is 
liable to be surcharged. He may lease for 
otherwise the property would produce no 
income; but the lease must be such, both as 
to its terms and its duration, as will appear 
reasonable to a court of equity, and ordi- 
narily cannot extend beyond the duration 
of the trust. A trustee may not sell without 
special grant, for the original conception of 
trusteeship was to hold rather than to dis- 
pose of the trust res, and he will not be aided 
by a court of equity unless necessary to pre- 
serve the property or to execute the trust. 
A trustee may demand and sue for trust 
property and the income therefrom, he may 
invest and reinvest funds within limits, he 
may defend suits, settle and compound 
claims, distribute income and maintain the 
beneficiary, and do such other acts as are 
reasonably required to effect the purposes of 
the settlor as expressed or implied in the 
trust instrument. Being the owner of the 
legal title he has the full powers of owner- 
ship in a court of law, but in equity he is 
strictly limited to the necessities of the trust. 
Or to state it otherwise, a trustee without 
special grant has all of those powers and 
only those powers of ownership which he 
will not be restrained from exercising by a 
court of equity. 

The importance of this general body of 
law as a reservoir of power for the trustee 
is obvious. 


Case 


It supplements the shortcomings 
of statutes and trust instruments in their 
grants. It is adequate to insure the mini- 
mum execution of every trust. In its light 
all trust indentures are finally construed and 
trustee’s powers defined. It is the substrue- 
ture upon which all trusteeship rests. 


Delegation of Authority and Discretion 

But without minimizing the importance 
of this source of a trustee’s power, we can 
at once recognize its limitations for the mod- 
ern managerial type of trust. Necessity is 
the criterion for measuring general powers, 
but expediency and not necessity is the prin- 
ciple by which business is successfully con- 
ducted. It often happens that an _ invest- 
ment, though unauthorized, can be retained 
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to advantage, that good business rather than 
necessity directs that a piece of real estate 
be sold, or that rights appurtenant to stock 
ownership be exercised rather than converted 
into cash. 

If the trustee is to exercise judgment in 
the light of new circumstances, it is impera- 
tive that he be given powers beyond the 
necessity of giving effect to the dead hand. 
Otherwise the trust res will suffer from 
want of intelligent management, and the 
cestui will be deprived of benefits which 
otherwise might accrue. A situation presents 


itself requiring immediate attention. The 
trustee is doubtful of his authority. An ap- 


plication to the court for instructions is tedi- 
ous and expensive. Before his powers are 
determined the opportunity is 
torneys’ have been incurred 
trust has suffered in consequence. 


gone, at- 
and the 
Moreover 
the trustee is put in jeopardy at every turn 
for if he has acted beyond his powers he has 
become personally liable, while, on the other 
hand, if through too scrupulous regard for 
the limits of his authority he has failed to 
act he is liable to have his account sur- 
charged for the loss sustained, on the peti- 
tion of a disgruntled beneficiary. 

The whole situation suggests the impor- 
tance for all parties concerned of greater cer- 
tainty through the grant of specific powers, 
broader discretion for the trustee, and more 
complete protection when he has acted in 
good faith in the administration of the trust 
The tempo of modern industry demands it 
for the prompt transaction of business; the 
beneficiary who looks to a trustee for busi- 
ness management demands it for his own 
profit; and the trustee who acts at his peril 
in the absence of express authority certainly 
demands it for his own protection. 


fees 


Scope of Revised British Trustees Act 

The second source of power fairly meets 
this requirement of certainty. Statutes when 
earefully drawn are reasonably definite and 
satisfactory. Those expressly defining the 
powers and duties of a trustee constitute a 
clear grant upon which a trustee may ordi- 
narily rely. Undoubtedly the most exhaus- 
tive attempt which has thus far been made 
to codify the law of trusts is the Trustees 
Act in England and Wales enacted in 1925, 
extending in many respects a similar act 
adopted in 1893. It is indicative of what 
may be accomplished by statute. Powers of 
investment come first. Authorized invest- 
meuts are defined and many specific securi- 
ties are enumerated. A trustee is expressly 
authorized to join in reorganization plans 
and to accept new securities for old. He may 
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continue to hold an investment which has be- 
come unauthorized. Preferential rights to 
subscribe for stock may be exercised or sold 
at the discretion of the trustee and the pro- 
ceeds credited to principal. Money may be 
left in bank pending investment. 

It is noteworthy that the act gives no gen- 
eral power of sale. A trustee may give a 
receipt and thereby exonerate the recipient 
from seeing to the application of the pro- 
ceeds. He may compromise claims, enter 
into composition agreements, pay debts, ac- 
cept prepayment, extend the time of pay- 
ment, and may sever blended trusts. He may 
sell or mortgage property where by law or 
the trust instrument he is authorized to use 
or distribute property. A trustee may insure 
property and pay therefor out of income: 
may cause an audit to be made not oftener 
than once in three years and charge the 
cost to income or principal in such propor- 
tions as he deems proper; may employ agents 
or attorneys without being responsible for 
their acts; and may even delegate his trus- 
teeship to another if he is to be absent from 
the kindom for more than six months. This 
unusual power is limited in its application 
by the further provision that the trustee 
shall be liable for the acts of his deputy dur- 
ing his absence. As to trusts created subse- 
quent to the act, a trustee is given discre- 
tionary power to apply or accumulate in- 
come for the benefit of a minor, and also to 
advance principal to the extent of half the 
corpus, even though the rights of the recipi- 
ent are subject to be divested by power of 
appointment, death or other contingency. 


Legislation Desultory and Conflicting 

I am not aware of any statute in this 
country of equal scope. Legislation thus far 
has been largely desultory. Many of the 
provisions in the English Act will be found 
as separate acts in the several states. I 
shall not attempt to enumerate them here. 
New York gives a power of sale unless the 
trust instrument clearly expresses a contrary 
intent. A comprehensive bill has been intro- 
duced in the Minnesota legislature within the 
past few days empowering trustees to sell, 
subdivide, develop and otherwise deal with 
real estate as an owner might, to raze build- 
ings and erect new ones, to make repairs and 
alterations, to carry insurance, to retain se- 
curities, to settle Claims, to join in mergers 
and reorganizations, to accumulate reserves 
for depreciation and obsolescence, to deter- 
mine what shall be charged to income and 
what to principal, to determine the identity 
of beneficiaries, and to do other things of 
lesser importance. 

The Uniform Fiduciary Act approved by 


the National Conference of Commissioners 
on Uniform State Laws in 1922 and since 
adopted by Pennsylvania and perhaps other 
states, did not attempt to define the powers 
of trustees but only to protect those dealing 
with trustees and to that extent to facilitate 
the transaction of trust business. A commit 
tee of the Trust Company Division of the 
American Bankers Association is now at 
work upon an act of wider scope suitable 
for adoption by the several states. Its re- 
port will be received with much interest. 
Whether it will be possible to formulate an 
act which will be acceptable in all jurisdic- 
tions is a matter of considerable doubt. Trus- 
teeship is largely a local matter. Uniform- 
ity is not as essential here as in certain 
other branches of the law, such as sales and 
negotiable instruments. But whether the 
act as finally drafted is or is not uniformly 
adopted it should prove suggestive to all 
states and should result in a clearer state- 
ment in all jurisdictions of the powers and 
duties of a trustee. 


Trend Toward Uniform Trust Laws 


The provisions which should be incor- 
porated in such legislation will depend very 
much upon the degree to which trusteeship 
commends itself to the general public. Law 
after all is largely a matter of public con- 
venience. If the public finds it convenient 
in the great majority of cases to grant cer- 
tain powers to trustees, those powers may 
conveniently be made a matter of statute, 
thus avoiding the necessity for repetition in 
individual documents, and leaving their ex- 
clusion to the particular case. On the other 
hand, those powers which are only occa- 
sional should remain a matter of special 
grant in the trust instrument. Certainly the 
law in this particular should not anticipate 
public inclination. The danger of a wide 
grant of special powers by statute lies in the 
uncertainty of the fidelity and capacity of all 
trustees upon whom they are bestowed. 
Perhaps at the outset some distinction should 
be drawn between individual trustees, or at 
least such as are acting without bond, and 
corporate trustees who are financially re- 
sponsible and operating under state supervi- 
sion. Otherwise legislation will necessarily 
be confined to such grants of power as may 
safely be conferred upon trustees of the 
lowest qualifications. 


Careful Draftmanship the Prime Essential 


But no body of case law or statutes can 
ever remove the necessity for careful drafts- 
manship in the preparation of a trust instru- 
ment and the express grant of powers to 
cover the particular case. Trusteeship essen- 
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tially is an individual thing. With increas- 
ing frequency the settlor of a trust seeks 
through the trust device to project his own 
personality into the future. He hopes to sub- 
situte for his dead self the living active 
judgment of a capable trustee. No law of 
general application can ever give expression 
to these individual purposes and plans. It 
requires a clear grant of powers adequate 
for the immediate situation and with broad 
discretion for the years ahead. 


I have mentioned a number of the more 
common powers which are given to trustees 
by statute in England and in several of the 
states of this country. Ordinarily these are 
important in every trust. If they are ex- 
pressly and adequately dealt with by statute 
or court decisions it is unnecessary to make 
them a matter of special grant, although to 
remove any doubt which may arise from 
construction or change of statutes, and to 
gather together the express powers of the 
trustee in a single place, it is common for 
many careful draftsmen to set forth these 
powers at length in the trust instrument. 
Obviously, if they are not covered by law 
they should appear in the agreement or will. 


Delegation of Discretionary Powers 

It will be observed that powers granted by 
statute ordinarily have to do with the trust 
res such as the sale or leasing of property, 
the exercise of rights, the investment of 
funds and other things of an impersonal 
nature. There is another type of power, how- 
ever, of a more personal nature and involv- 
ing a more intimate discretion which from 
its very nature cannot be dealt with by stat- 
ute and should receive consideration in any 
well drawn trust agreement. To accomplish 
its purpose property must not merely be 
preserved but it must be well spent. 

Frequently minority or other limitation of 
capacity may prevent a beneficiary from ap- 
plying his income to a wise use. It is often 
as important to the peace of mind of the 
settlor and to the welfare of the object of 
his solicitude that the time and method of 
applying the fund be committed to someone 
of sympathetic and sound jadgment as that 
the fund itself be preserved. Accordingly 
many recent trust instruments contain pro- 
visions empowering the trustee to spend the 
income or even the principal for the use of 
the beneficiaries at such times and under 
such circumstances as the trustee may deem 
wise. In this way the family entity may be 
maintained and the benefits of family sup- 
port and nurture be vouchsafed to its young- 
er members to a degree equal to that which 
those who are older have already enjoyed. 
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The needs of individual members during 
periods of education or distress can be as- 
sured all under the guidance of an experi- 
enced trustee. A change of circumstances 
necessitating the use of more or less than 
originally anticipated can be adequately dealt 
with. A trustee may be charged with the 
responsibility of releasing a portion of the 
corpus to a son who desires to engage in 
business or to a daughter who wishes to 
build a home. By such provisions a trustee 
becomes not only a business manager but a 
trustee counsellor and friend with sufficient 
authority over family expenditures to make 
his judgment effective. Powers of this sort 
may properly be assumed by a trust com- 
pany. Undoubtedly any discretion carrying 
with it decisions of a personal nature will 
raise new problems for the trustee. Trust 
companies should work in close conjunction 
with attorneys in the preparation of these 
powers. Frequently suggestive forms can be 
prepared by the companies, based upon their 
long experience in practical administration, 
and can be put in the hands of lawyers. 
Certainly a trustee should always be con- 
sulted before being made the grantee of un- 
usual powers. 


Trustees sometime die or consolidate with 
other corporations, and the question arises 
as to the powers of the successor. To avoid 
doubt it is well to state specifically whether 
the powers granted to a named trustee shall 
descend to his successor. 


Judicial Interpretation of Express Powers 

To what extent, if any, are discretionary 
powers subject to review by the courts? It 
is impossible to generalize in answer to this 
question. Language may be so broad as to 
seem to give a trustee uncontrolled discre- 
tion. But even here courts of equity will 
intervene to prevent fraud or palpable abuse 
of power or unreasonable refusal to act, and 
if a power can be construed as a power in 
trust equity may even compel execution of 
the power for the benefit of the intended 
recipients. Courts do not favor construc- 
tions which confer upon trustees absolute 
and uncontrolled discretion. They recognize 
the real ownership as in the beneficiary and 
not in the trustee. Anything which appears 
arbitrary or wholly unreasonable or actuated 
by self-interest will be closely scrutinized 
and, if necessary to accomplish justice and 
the fair intent of the settlor as expressed 
in the instrument, will be considered as in 
fraud of the cestui and set aside. But on 
pure questions of judgment under a discre- 
tionary trust the decision of the trustee is 

(Continued on page 459) 
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WHEN BANK DIRECTORS FAIL TO PERFORM 
THEIR DUTIES 


OBLIGATION TO KEEP DIRECTORS FULLY INFORMED 


F. G. AWALT 
Deputy Comptroller of the Currency, Washington, D. C. 





(Eprror’s Note: 


Current post-mortems dealing with bank failures disclose amazing 


evidence of neglect and indifference to responsibility on the part of bank directors. Too 
often they are mere figure heads and unfamiliar with their duties and obligations. The 
Deputy Comptroller of the Currency places emphasis upon the enforcement of statutory 
liabilities and the fact that bank directors, as distinct from corporation directors, assume 
the functions of trustees and owe their first duty to depositors.) 


XPERIENCE of the Comptroller’s of- 

fice reveals conclusively that many 

bank directors have little or no con- 
ception of their duties and responsibilities 
and that some directors ignore their obliga- 
tions even when called to their attention. 
The subject acquires great importance from 
recent experience and the Comptroller’s office 
feels that the active offices of banks should 
make available to their directors such in- 
formation as will enable them to better un- 
derstand their duties and responsibilities. 
Such a course will not only make for better 
banks but is one to which directors are 
entitled. 


First Duty to Depositors 

Why do we place such emphasis on the 
duties and responsibilities of bank directors 
as compared with other corporations? Direc- 
tors of private corporations, as a rule, have 
as their principal object the interest and 
protection of what may be termed their 
partners in business, stockholders, and also 
the bondholders. The directors of the banks, 
quasi public corporations, have their first 
duty to the depositors of these institutions 
and this duty comes above their duty to the 
stockholders. They are in the nature of 
trustees. 

When the depositor places his money in 
the bank he in effect says: “In consideration 
of receiving my money and any interest paid, 
you can have its use but only on the condi- 
tion that its use conforms to the safeguards 
provided by law.” Such safeguards are not 
merely the mechanical safeguards surround- 
ing the proper custody of funds but cover all 
the many phases of banking, provided by 
statutory enactment or court decision. On 
whom does the responsibility of this contract 
fall?—the directors. 


What the Law Demands of Directors 

In most banking laws, and particularly 
the national law, the whole structure is built 
around the directors. It is upon the direc- 
tors that the national bank law places the 
management of national banks in specific 
language, when it provides: “The affairs of 
each association shall be managed by not less 
than five directors * * *.” 

It is the director who is held responsible 
for any violation of the National Bank Act 
when it provides: “Every director * * * shall 
be held liable in his personal and individual 
capacity for all damages which the associa- 
tion, its shareholders, or any other person 
shall have sustained in consequence of such 
violation.” 

It is the director of the member bank who 
is held responsible for violations of the 
Federal Reserve Act by the provisions of 
that act. 

The director is required by the National 
Bank Act when elected or appointed to take 
an oath that he will, so far as the duty de- 
volves on him, diligently and honestly ad- 
minister the affairs of such association and 
will not knowingly violate, or willingly per- 
mit to be violated any of the provisions of 
the act. 


Judicial Enforcement of Liability 

Obviously the law did not contemplate 
that a director should be a figure-head; that 
he should attend meetings merely to get his 
director’s fee and in this connection I was 
told recently by a president of a bank that 
it was necessary to increase the directors’ 
fee in order to get some of the directors of 
that particular bank to attend meetings—a 
procedure that certainly should be unneces- 
sary. 

Since the duties and liabilities of directors 
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are interwoven, the definition of their duties 
has in some measure been given in suits to 
enforce liability, and while the courts have 
used different language in defining the gen- 
eral duties of directors, a clear idea of their 
scope may be gained from the following ex- 
cerpts of decisions: 


“The duty of the board of directors is not 
discharged by merely selecting officers of 
good reputation for ability and integrity, and 
then leaving the affairs of the bank in their 
hands without any other supervision or ex- 
amination than mere inquiry of such officers, 
and relying upon their statement until some 
cause for suspicion attracts their attention. 
The board is bound to maintain a supervision 
of the bank’s affairs, to have a general 
knowledge of the character of the business 
and the manner in which it is conducted, 
and to know at least on what security its 
large lines of credit are given. 

“Directors of a national bank must exer- 
cise ordinary care and prudence in the ad- 
ministration of the affairs of a bank, and 
this includes something more than officiat- 
ing as figureheads. They are entitled under 
the law to commit the banking business, as 
defined, to their duly authorized officers: 
but this does not absolve them from the duty 
of reasonable supervision, nor ought they 
to be permitted to be shielded from liability 
because of want of knowledge of wrongdoing, 
if that ignorance is the result of 
attention. 


gross in- 


“It is the duty of directors of a national 
bank to exercise reasonable control and su- 
pervision over its affairs, and to use ordi- 
nary care and diligence in ascertaining the 
conditions of its business, which is such care 
as an ordinary prudent and diligent man 
would exercise in view of all the circum- 
stances. 

“A board of directors of a banking cor- 
poration is elected primarily for the manage- 
ment of the corporate affairs; and when the 
board delegates its authority to the execu- 
tive officers and through their carelessness 
and mismanagement disaster and loss to the 
stockholders and creditors ensue, the individ- 
ual members of the board cannot escape lia- 
bility by showing that they did not know 
of the unfortunate transactions and were 
ignorant of the business of the corporation.” 


Statutory and Common Law Liability 
There are two main divisions of directors’ 
liability—statutory and common law. Under 
the statutory may be listed such liabilities as 
loans in excess of the limit as fixed by law; 
injury or damage to persons relying on false 
reports of condition of a bank; dividends 
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paid out of other than net profits, after de- 
ducting therefrom all losses and bad debts; 
payment of dividends or making of loans 
when reserves with the Federal Reserve bank 
are deficient; unlawful, prohibited, or ultra 
vires transactions and operations. 

Under common law liability, may be listed 
the making of loans when the security taken 
is insufficient, certifying or permitting to 
be certified checks on insufficient or over- 
drawn accounts; failure to appoint a dis- 
count and loan committee, or an examining 
committee of the directors when required by 
the by-laws and/or the volume of the bank’s 
business, or a failure to see that such com- 
mittees function if appointed; failure to 
audit or examine the affairs and condition 
of the bank periodically, or to cause same to 
be audited or examined; failure to use rea- 
sonable efforts to collect slow or doubtful 
assets. The directors may also be liable for 
allowing overdrafts; for damages resulting 
from a failure to charge off assets at the 
direction of the examiner, or representing 
such assets to be good after such notice; for 
losses resulting from failure to require proper 
bond from officers and employees of the bank. 


Instances of Negligence 

The directors cannot discharge the duties 
incident to their office by holding meetings 
at rare intervals and limiting the business 
of such meetings to such perfunctory mat- 
ters as electing officers; and for failure to 
attend meetings, even though residing at a 
distance, the directors may be held liable, 
and they cannot shield themselves from lia- 
bility by pleading ignorance of transactions 
in -which they did not participate, when 
their ignorance is a result of their negligent 
inattention. 

The defense offered of not attending meet- 
ings is a2 common one. One example of this 
character is very vividly impressed on my 
mind—that of a distinguished United States 
Senator and the director of a failed national 
bank, now dead, whom I admired and liked. 
When told by the Comptroller that he was 
to be sued on account of director’s liability, 
he was astounded and took the position that 
since he was attending to his duties in 
Washington he could not attend meetings of 
the directors, that he had had implicit confi- 
dence in those who were running the bank 
and it was not his fault. He was sincere in 
his contention but by his own admissions 
made out a case against himself. We ven- 
tured the opinion that unquestionably many 
people had deposited in the bank because he 
was on the board and they had confidence 


(Continued on page 452) 
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MODERN MECHANICAL _ 

EQUIPMENT FOR 
THE TRUST 
DEPARTMENT 





NECESSARY TO EFFICIENCY, ACCURACY AND SPEEDING UP OPERATIONS 


CHARLES A. SCHREYER 
Vice-president and Trust Officer, Lycoming Trust Company, Williamsport, Pa. 





(EpitTor’s Norte: 





Amazing advances have been made within the last few years in 


adapting mechanical and automatic devices to the demands for efficiency, economy and 


safety as well as speed in the conduct of trust department business. 


Trust accounting 


machines and equipment installations are now on the market which render obsolete the 
old-fashioned methods of operation. The installation of such machines and flexible equip- 
ments demonstrate beyond question that they meet the requirements growing out of the 
rapid increase in volume of trust business, especially personal and living trusts. In the 
following excellent paper presented by Mr. Schreyer at the recent Mid-Winter Trust Con- 


ference in New York, 


the subject of efficient mechanical equipment and modernized ac- 


counting control, is treated in a practical manner.) 


RUST departments have been experi- 

encing a growth which has brought 

them face to face with the problem 
met by the commercial departments fifteen 
or twenty years ago, that of handling a large 
and rapidly growing volume of transactions 
to the satisfaction of their clients and at a 
profit to themselves. It is logical that we 
should do as they did—seek more efficient, 
modern, and time-saving equipment to meet 
the situation. 


We should begin with a common under- 
standing of what we mean by the words 
“equipment” and “efficiency.” The word 


“equipment” will be used to include all of 
the time-and-labor-saving devices and ad- 
ministrative aids designed for use by the 
clerks and officers of the trust department. 
The word “efficiency” often erroneously con- 
veys the idea of attainment of an ideal con- 
dition. It should properly be considered as 
the attainment of an actual performance 
closely approximating an accepted standard 
of operation. Viewed in that light it is some- 
thing for which we can all strive hopefully. 

Proper and adequate equipment is of vital 
importance to, first, the clients of the trust 


department; second, the trust officers; third, 
the entire trust department personnel; and 
fourth, the general management of the bank. 
The clients assume, or are led to believe, 
and have a right to expect that their cash, 
securities, and other property will be re- 
ceived, held in custody, administered and de- 
livered under proper safeguards and facili- 
ties both as to physical security and perform- 
ance of duties. Accomplishment of these ob- 
jectives requires that the work of the depart- 
ment be systematized through the use of 
well planned forms, and that it be kept up 
to date and in good form at all times, in- 
cluding periods of peak load by the use of 
every mechanical means for reducing the 
time and labor of the worker, and minimiz- 
ing the possibilities for human error and 
weakness. 

The trust officer is interested in efficient 
performance of the work of the service divi- 
sions, in increasing his own effectiveness. 
Contacts with his properly-served clients are 
naturally less frequent, less lengthy, conse- 
quently less expensive, and more pleasant, 
often resulting in securing additional busi- 
ness from and through the satisfied client. 











312 TRUST COMPANIES 


One of his big problems is to reduce the time 
consumed in each of his personal contacts and 
equipment and methods which help him to 
secure accurate, up-to-the-minute informa- 
tion upon which to base his decisions or to 
answer inquiries in a minimum of time 
means satisfaction for the person with whom 
he transacts business, a greater usefulness 
for himself, and a larger volume of more 
profitable business for his department. This 
is not only true of the trust officer but of 
every one in the department who comes into 
contact with the public. 


Modern, efficient, and time-saving equip- 
ment means much to the employees of the 
service divisions of the department. Drudg- 
ery should be reduced to a minimum and 
eliminated entirely if possible. You may be 
interested in the case of an average trust de- 
partment which until a few years ago kept 
pen-and-ink, hand-posted trust records. They 
had one bookkeeper, a young man, conscien- 
tious, industrious, reasonably accurate, and 
a good penman. They had been giving some 
thought and study to machine bookkeeping 
for a year or more but had been unable to 
find a machine which they considered would 
prove satisfactory. In the meantime, the 
volume of work was growing. They were 
obliged to either furnish an assistant to the 
bookkeeper, or to provide a mechanical 
means of speeding up the work. Pressure of 
detail was causing errors in addition and 
subtraction and posting oversights, with con- 
sequent difficulty with trial balances; the 
records were becoming untidy and illegible: 
loose ends of work were entirely too nu- 
merous; settlements with beneficiaries were 
in a few instances delayed and inaccurate, 
eausing confusion and dissatisfaction within 
and without the department. 


Advantages of Trust Accounting Machines 


They decided upon a trust accounting ma- 
ehine. The installation and transfer of rec- 
ords was made without great difficulty. In 
a short time the new bookkeeping system 
was operating smoothly. The work which 
that one young man had found impossible 
to do in one day by pen-and-ink methods, was 
being done in a half day by a young woman 
machine operator. Loose ends were elim- 
inated; the records were neat, accurate and 
legible, and correct settlements were going 
out to beneficiaries promptly. The steady and 
easy flow of work created a satisfaction, con- 
tentment and general efficiency in the de- 
partment. They were handling 500 accounts, 
aggregating $9,000,000 personal trust funds 
at the time they installed the accounting 
machine. They are now handling 1,000 ac- 


counts aggregating $16,500,000 with one ma- 
chine and one operator, with complete satis- 
faction to every one concerned. Their ex- 
perience has indicated that it should be rea- 
sonable to expect that the average trust de- 
partment should have no difficulty in bring- 
ing about a 50 per cent reduction in book- 


keeping time through the use of an account- 
ing machine. 


Addressing Machine 

In addition to the results obtained from 
the use of a trust accounting machine, there 
are possibilities in the use of an addressing 
machine by the trust department as a time 
and labor saver. This same department made 
use of an addressing machine which was 
being used by other departments of the bank. 
Its use has reduced the time previously re- 
quired by 75 per cent in the following opera- 
tions: 


Preparation of ownership certificates, cou- 
pon and dividend posting slips, coupon 
envelopes, and tickler for incoming divi- 
dends and coupons. 

Signing of ownership certificates. 

Preparation of income calendars and _ in- 
vestment lists for beneficiaries. 

Preparation of mortgage interest notices. 

Writing of checks for interest and divi- 
dends. 

A spirit has developed among their per- 
sonnel which is constantly resulting in their 
giving thought to ways and means of doing 
their work as well or better, with an expen- 
diture of less time and energy, and many 
time and labor saving suggestions have come 
and are coming from the personnel of the 
department. Their experience has been that 
equipment which enables the employees to 
do more and better work makes them hap- 
pier, gives them a pride in their work, and 
prevents the loading of the department with 
excessive overhead expense. 

The growing importance of their trust de- 
partments is being recognized by the execu- 
tive officers of banks, and many are en- 
visioning the time when they will be one of 
the greatest single factors in the bank’s earn- 
ings. Turning their attention to their trust 
departments, they see that our business de- 
pends mainly upon general confidence in our 
integrity and ability. Both factors must be 
present to inspire full confidence. Conscious- 
ly and subconsciously the people with whom 
we come into contact in the course of busi- 
ness, who receive impressions of our organi- 
zation, personnel, and records which either 
inspire and build confidence or tend to un- 
dermine and destroy it, will be favorably im. 
pressed if they have occasion or opportunity 
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to note the use of modern equipment and its 
results. Its installation is an indication that 
the bank is building confidently for the 
future. 


Factors Entering into Net Earnings 
Assuming that we have the confidence of 
our clients and the general public, they see 
that three factors enter into our net earn 
ings results: 


1. Aggressive new business efforts, 

2. Adequate compensation for trust serv- 
ices rendered, and 

Reduced costs of operation, through in- 
creased efficiency of personnel and 
equipment. 

While there is more involved in the de- 
velopment of a profitable trust department 
than merely furnishing efficient equipment, 
it is certainly one of the first essentials. 

Referring only to equipment which may 
not be in general use by the average trust 
department, the installation of the following 
equipment is worthy of serious consideration: 


w 


Other Modern Equipment 

Dictating machines have been found to 
give the dictator freedom from dependence 
upon the presence of his stenographer, enab- 
ling him to dictate correspondence and re- 
ports and issue instructions as he may have 
occasion or opportunity at any time of the 
day or night, and proving themselves to be 
almost indispensable to one who has used 
them. 

Calculating machines are very necessary 
where there is any considerable volume of 
ealeulations of percentages and extensions. 

Proper yault equipment and control are 
essential. 

Bookkeeping and addressing machines have 
the important advantages heretofore men- 
tioned. 

A good filing system and equipment pro- 
vide for safeguarding valuable papers and 
correspondence, and make them available 
promptly when needed. 

As to equipment for the investment divi- 
sion, trust departments realize the tremen- 
dous responsibility which rests upon them 
in the solution of their investment prob- 
lems and are improving their organization 
and equipment for handling this phase of 
trust business. The splendid handbook pre- 
pared by the Committee on Review and Sur- 
vey of Trust Securities, and distributed by 
the Trust Companies Division about a year 
ago has proved a great help to many. The 
chapter on the subject of trust investment 
equipment is deserving of study and adop- 
tion or adaptation to your requirements. 
Trust departments will rise or fall as a re- 


sult of their success or failure in solving this 
problem. Reference books and _ statistical 
services, tied in with a definite organization 
and program, are indispensable in the proper 
discharge of trust investment responsibilities, 
and as a defense against charges of negli- 
gence and exercise of bad judgment. 

A well planned tickler system carefully 
followed insures attention to details in ac- 
cordance with plans previously made. 

A complete system of forms designed for 
internal audit of the performance of trust 
duties, such as was recently prepared and 
distributed by the Trust Companies Division 
Committee is essential to efficient administra- 
tion, where volume is a factor. 


Simplicity, Standardization and Flexibility 
Interoffice phones of the fastest type con- 

necting the trust officers with each other and 

with other officers and clerks of their own 
and other departments of the bank reduces 
the time consumed in establishing contacts 
and securing and imparting information to 

a very small fraction of the time previously 

consumed in such transactions. 

Proper office layout, having various divi- 
sions and offices of the department grouped 
as closely and conveniently as possible is a 
real advantage. The work should be carried 
on under proper conditions as to heating 
and ventilation, lighting and reduction of 
noise and annoyances. The operator and the 
machine are interdependent and the results 
obtained depend to a considerable degree 
upon the conditions surrounding the opera- 
tor. Color contrasts have been found very 
effective in promoting efficiency of certain 
operations. 

Factors of efficiency in connection 
equipment for the trust department are 

1. Simplicity and economy. Economy is 
the usual result of simplicity, 
Standardization, 

Serviceability, or the ability to render 

uninterrupted service, 

4. Flexibility, 

5. In the machines, as many features of 
the operation as possible should be 
automatic. 

6. In the accounting machine, the follow- 
ing features should be present. 

(1) Posting of ledgers should create a 
complete journal and a statement 
to beneficiaries as a by-product of 
one operation. 

(2) Upon completion of the daily post- 
ing, a daily proved balance should 
automatically result. 

(3) Obtain as many automatic features 
of operation as it is possible to 
secure. 
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Simplicity of mechanical operation of the 
machine itself and of the systems designed 
for use with the machine permits of opera- 
tion by trust tellers and bookkeeping machine 
operators who need not be highly trained or 
specialized and makes for economy. It also 
reduces fatigue of the operator. The equip- 
ment should be standardized as far as is 
possible and reasonable. However, standard- 
ization should not prevent adoption of new 
worth while ideas. Uninterrupted service, if 
not absolutely essential, is at least very de- 
sirable, particularly in equipment which is 
in daily use. 

Wherever possible, equipment should be se- 
lected which will permit and provide for 
expansion. It is at this point that so many 
difficulties have been encountered in the past. 
Many trust departments have found it neces- 
sary to make complete or substantial changes 
in their systems and methods every few years 
in order to handle the rapidly growing vol- 
ume. This results in inconvenience and 
wasteful expense. 


Mechanical Accounting for Large and Small 
Departments 

A discussion of this subject would hardly 
be complete, without some brief reference to 
the application of machine accounting to the 
operation of a small trust department. Many 
of the larger city banks and a number of the 
fair-sized departments of banks in the small- 
er cities have been using mechanical ac- 
counting equipment for some time. However, 
most of the trust departments have not yet 
adopted machine methods to any considerable 
extent, if at all. There are apparently five 
reasons at least, why they have not done 
SO: 

1. Adoption of machine methods, even by 
larger banks, has been only recent, and 
they prefer to investigate carefully be- 
fore adopting a new system. 

Although they realize the inadequacy 

of their present system, many trust 

officers have hesitated to adopt a new 
system because of the apparent magni- 
tude of the physical task of transfer. 

The experience of others who have 

made the change indicates that intelli- 

gent planning and preparation simplify 
the transfer. 

3. They figure that their volume of work 
is not large enough to make profitable 
use of an accounting machine. Upon 
eareful investigation they will find that 
machines can be secured which are 
mechanically constructed for use by 
more than one department of the bank. 
This means that the advantages which 
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they offer in trust department opera- 

tion can be extended with profit to other 

departments. 
4. An idea that the costs involved in trust 
machine installation are prohibitive no 
doubt causes many trust officers to hesi- 
tate to make such an installation. The 
original cash outlay, which is not pro- 
hibitive for most banks, should be 
looked upon as an investment, to be 
written off over a period of five or ten 
years, and when the salary costs of 
operation over a period of time are 
taken into consideration, it should 
prove to be an actual saving. 
But probably not by any means least, 
many trust officers have failed to get 
the “sympathetic ear’ of the bank’s 
executive officers and obtain the needed 
equipment for their departments, the 
result of the executive officers’ lack of 
appreciation of their requirements and 
increasing earning possibilities for 
which the trust officer, himself, may 
or may not be responsible. 


Measuring Up to Greater Opportunities 

We have great and sacred responsibilities. 
They are being increased to the extent of 
hundreds of millions of dollars annually. We 
must be thoroughly organized and equipped. 
The time is coming when trust departments 
of banks will be second to none in the excel- 
lence of their organization, personnel and 
equipment. Trust men are looking forward 
with enthusiasm to the great tasks and op- 
portunities which lie ahead. Modern time- 
and-labor-saving efficient equipment will play 
its important part in handling these tasks 
and in enabling us to “measure up” to these 
great opportunities for service and profit. 

o> oO 


NEW FEDERAL LAW AIDS TRANSFER OF 
REALTY 


President Hoover signed a bill on March 3 
which now makes it possible for real estate 
owners to have cleared of liens any proper- 
ties so encumbered by the United States for 
unpaid federal bills, including unpaid or dis- 
puted income tax bills. The new law pro- 
vides that the United States can be made a 
party to a suit for a foreclosure of a mort- 
gage or other lien, so that the details of any 
lien of the U. 8S. may be determined and dis- 
posed of in the foreclosure suit. This means 
that mortgages can be foreclosed, title can 
be cleared, new mortgages secured with less 
difficulty, and the entire market made easier 
for properties on which the government has 
placed liens and secured judgment for delin- 
quent taxes. 
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STANDARDIZING ADMINISTRATIVE POWERS AND 
PRACTICES UNDER LIFE INSURANCE TRUSTS 


IMPORTANT QUESTIONS AND REQUIREMENTS IN PREPARATION 
OF TRUST AGREEMENTS 


ANDREW J. DAVIS 
Vice-president and General Counsel, Provident Mutual Life Insurance Company, Philadelphia 





(Epitor’s Note: Committees representing life insurance companies and trust com- 
panies are bending their efforts toward reconciling technical requirements and the formu- 
lation of standard forms in order to facilitate the creation and administration of life 
insurance trusts and of harmonizing the respective interests. There are important prob- 
lems to be ironed out, such as the insistence of many life insurance companies for copies 
of trust agreement in lieu of a statement of terms; form of change of beneficiary to 
trustec; provisions in unfunded revocable insurance trust agreements; reservations to 
insured; providing for discretionary payments; questions involved under funded insur- 
ance trusts and new aspects arising from trustee-succession rights in connection with 
mergers, etc. Mr. Davis discusses these and other questions with apparent mastery of 


legal and technical requirements.) 


HE recent development of the life in- 

surance trust, on account of its great 

use and the hearty cooperation of both 
classes of companies, has been rapid. A 
movement of this kind, involving as it does 
the business and practices of the two largest 
classes of financial institutions and also the 
necessity of reconciling or blending together 
the highly technical contracts of the two 
classes so as to bring about a workable whole, 
has unavoidably given rise to administrative 
questions and difficulties. 

Insurance policies of various kinds unfor- 
tunately cannot be as simply phrased as we 
would like, containing, as they must, certain 
technical language and statutory provisions. 
Attorneys and officers of trust companies, not 
having had occasion to familiarize them- 
selves with the various provisions of life in- 
surance policies and the practices of the com- 
panies, when called upon to prepare trust 
agreements involving insurance policies have 
in many instances proceeded along much the 
same lines as they have been accustomed to 
follow in preparing trusts inter vivos con- 


cerning stocks, bonds and other personal 
property. As a result, many trust agree- 


ments while containing entirely proper pro- 
visions for the ordinary trust inter vivos, 
contained provisions which were not in keep- 
ing with the life insurance contracts and the 
rights of the various parties thereunder, 


Two Schools of Thought 
The life companies have been confronted 
with the question as to the proper course of 


action to follow in their dealings with the 
trust companies as trustees under these 
agreements. There are, broadly speaking, 
two schools of thought. Some life companies 
are of opinion that they may make a policy 
payable to a trustee and wholly disregard 
the terms of the trust agreement not only at 
the time the change of beneficiary to the 
trustee is made, but also subsequently when 
dealing with the policy. The theory of these 
companies is that the policy itself is the sole 
and only measure of their liability and that 
irrespective of what the trust agreement may 
provide, they may disregard it as long as 
they follow and comply with the provisions 
of the policy itself. 

There is another school, which believes 
that when a policy is made payable to a 
trustee the company is put on notice of the 
existence of a trust and is under an obliga- 
tion to determine the provisions thereof and 
the rights of the trustee, ete., the theory be- 
ing that the terms of the trust agreement, 
may be such as to vest various rights and 
interests in the policy in other persons and 
to so limit the rights of the insured to deal 
with the policy that the company may not 
safely take any action in connection with the 
policy without giving consideration to the 
provisions of the trust agreement. 

The thought is that the trust agreement 
may so limit the powers and rights of the 
insured that he cannot deal with the policy 
irrespective of what it may provide, in any 
way that would be contrary to the provisions 
of the trust agreement. 
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Requesting Copy of Trust Agreement 

Some of the life companies, too, have felt 
that in requesting a copy of the trust agree- 
ment, they have followed, entirely apart from 
the question of liability, the best method of 
insuring the growth and continued success 
of the life insurance trust movement, inas- 
much as they have been able in this way to 
be certain that the forms which they furnish 
for the purpose of making the policies pay- 
able to the trustees are in full accord with 
the provisions of the trust agreement, and 
further to offer constructive criticisms and 
suggestions to the trust companies in con- 
nection with the preparation of these trust 
agreements and the administration of the 
trusts. These criticisms and suggestions 
have with rare exceptions been heartily wel- 
comed by the trust companies. 

It goes without saying that greatest care 
should be observed to make certain that an 
instrument defining the terms of the trust is 
in existence. This important feature is also 
covered so far as the life company is con- 
cerned, when a copy of the trust agreement 
or definite information in regard to it is fur- 
nished to the life company. We may refer 
to the New Jersey case (Prudential Insur- 
ance Company vs. Bloomfield Trust Company, 
145A, 7385), where the insured changed the 
beneficiary in a policy from his wife to the 
trust company as beneficiary trustee, but no 
declaration of trust was made. The court 
found that the designation of the wife as 
beneficiary was revoked and that the trus- 
tee held the fund upon a resulting trust to 
the estate of the insured. 


Attitude of Life Insurance Counsel 
Information obtained by the Committee on 
Trustee Beneficiary Designations of the As- 
sociation of Life Insurance Counsel, discloses 
that the life companies represented in that 
association are about equally divided as to 





the necessity or non-necessity of determin- 
ing the provisions of the trust agreements 
under which their policies are to be placed. 
Many of the companies which feel the neces- 
sity of inquiring as to the provisions of the 
trust agrement, out of a desire to be as help- 
ful as possible and not place any undue bur- 
den on the trust companies, have indicated 
a willingness to accept in lieu of a copy of 
the trust agreement a statement signed by 
an officer of the trust company, outlining the 
terms of the trust agreement and giving in- 
formation as to the rights reserved to the 
insured in the agreement as to future changes 
of beneficiary, right to obtain advances or 
loans, right to revoke, collect dividends, ete. 


Filing Standard Insurance Trust Agreement 

Others of these companies are unwilling 
to accept any statement of the kind men- 
tioned from the trustee, but are insistent 
that they be furnished with a copy of the 
trust agreement or the parts thereof affect- 
ing life insurance. May I suggest that more 
of these latter companies would be likely to 
accept a statement as to the terms of the 
trust in lieu of the copy of the deed or parts 
thereof affecting life insurance, if each trust 
company would file with these companies a 
copy of the standard unfunded revocable in- 
surance trust agreement, and request these 
companies to thereafter accept the statement 
as to the terms of the trust, provided that 
in each case the statement is accompanied 
with a letter informing the insurance com- 
pany that the trust agreement is prepared 
on the standard form as filed with the insur- 
ance company, and that the insured has re- 
served the rights set forth in said form. It 
is of greatest importance that all information 
which the trust companies furnish to the 
life companies in regard to the trust agree- 
ments shall be accurate. 


From the foregoing, it is evident that it is 
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not possible to get the life companies to 
adopt, at least at this time, any standard 
practice as to the requirement or non-require- 
ment of information in regard to the trust 
agreement. However, we can all rest as- 
sured that much progress has been made and 
that from a practical standpoint the situa- 
tion is rapidly straightening out as the two 
classes of companies become more and more 
familiar with the problems and practices of 
each other and the trust companies adopt 
standard forms of trust agreements, thus 
largely removing the need for examination 
by the life company of the agreement in each 
case. 


Standard Form of Change of Beneficiary 
Perhaps the most helpful thing, from an 
administrative standpoint at least, would be 
the preparation of a standard form of change 
of beneficiary to trustee which would be ac- 
ceptable to a considerable number of the life 
companies. Such a practice would greatly 
expedite the work of making policies payable 
to a trustee and would save’ considerable 
time and trouble for the trust companies and 
life companies involved. At the present time, 
when a trust company is arranging with a 
policyholder to place his policies in various 
companies under a trust agreement, it is 
necessary for the trust company to get in 
touch with the various life companies in- 
volved and request forms of change of bene- 
ficiary. In cases where a number of com- 
panies are involved, some located at a dis- 
tance, considerable time is lost in procuring 
the forms. This is. always very disturbing 
to the policyholder and in many cases is quite 
serious, due to the fact that the insured may 
not be in good health, or may be about to 
leave home for an extended stay, ete. 
Some of the life companies, in order to 
help out in the situation, have been willing 
to send a supply of their change of benefi- 
ciary forms to the trust companies which are 








handling this business in large volume and 
which are familiar with the requirements of 
the different life companies, so that these 
trust companies may have the forms exe- 
cuted at the time the policyholder executes 
the trust agreement and lodges the policies 
with the trust company. Many of the life 
companies are not willing to follow this prac- 
tice, and of course it is not practicable for 
any of the life companies to send supplies 
of these forms to all the trust companies, 
but necessarily they can be sent only to com- 
paratively few. 

The Committee of the Association of Life 
Insurance Counsel, which I have previously 
mentioned, has met with and received the 
hearty cooperation of the Committee on In- 
surance Trusts of Trust Company Division 
of American Bankers Association, and the 
committees are united in the thought that 
a standard change of beneficiary form to a 
trustee is “a consummation devoutly to be 
wished.” Progress to this end has already 
been made. The Committee of the Associa- 
tion of Life Insurance Counsel has drafted 
and submitted to its members a_ proposed 
form, With the request that criticisms and 
suggestions be submitted to the committee 
so that a final form can be presented to the 
association for adoption at its spring meeting 
this year. 


Preparing Unfunded Revocable Insurance 
Trust Agreements 


I would like next to consider some of the 
questions which arise in connection with the 
preparation of the trust agreements. Fre- 
quently, attorneys and officers of banks and 
trust companies in preparing an unfunded 
revocable insurance trust agreement will in- 
clude a provision reading somewhat as fol- 
lows: 

“The settlor does hereby assign, transfer 
and set over said policies to said trustee.” 

The purport of such words is to pass all 
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interest in the policies to the trustee, which 
of course is not the intent of the parties and 
is, furthermore, entirely inconsistent with 
the reservation to the settlor of the rights 
which he is accustomed to reserve to him- 
self in these trusts. The rights and inter- 
ests of an assignee of a policy are quite dif- 
ferent from those of a mere revocable bene- 
ficiary. I suggest, therefore, that care should 
be observed not to use words of assignment 
in the unfunded revocable trust agreement, 
but in place thereof to use, for example, 


“Said policies are or will hereafter be 
made payable to said trustee as beneficiary,” 
or words of similar import. Frequently, one 
or more of the policies to be included in the 
trust agreement are endowment policies. In 
such cases, it is well to definitely state in 
the agreement whether the trust is to apply 
to the proceeds of the policies if they be- 
come payable by reason of the maturity of 
the endowments or only if they become pay- 
able in event of the death of the insured 
prior to the maturity of the endowments, It 
is well to anticipate the placing of additional 
policies under the agreement, by including 
a provision in the agreement that the insured 
may do this by causing such additional poli- 


cies to be made payable to the trustee as 
beneficiary. 


Reservations to the Insured 

In providing for the reservation to the in- 
sured of the right to change the beneficiary 
in the policies, to obtain advances or loans, 
collect dividends, etec., I urge reservation of 
these rights by specific provisions covering 
each one, and not to depend upon the use of 
general words such as, “The insured reserves 
all rights, options and privileges given to him 
under the terms of said policies.’ Some of 
the policies issued by the companies require 
that a beneficiary, even though revocably des- 
ignated, shall join with the insured in ob- 
taining advances or loans. Consequently, the 
use of general words such as those men- 
tioned above will not establish the right of 
the insured to obtain advances on his signa- 
ture alone since he does not have such right 
under the terms of the policies in question. 

In reserving to the insured the right to re- 
voke the trust agreement it is advisable to 
provide that he may revoke it in whole or in 
part, so that if he should wish to revoke the 
agreement as to one or more but not all the 
policies, his right to do so may be clearly 
covered. 

The agreements of some of the companies 
provide that the insured may terminate the 
agreement upon payment to the trustee of a 
revocation fee. Making such a provision a 
condition precedent to revocation raises a 
question as to the obligation of the insurance 
company or other interested person to deter- 
mine that the fee has been paid. I suggest 
that this troublesome feature can be avoided 
by making payment of the fee a contractual 
obligation of the settlor and in no sense a 
condition precedent to the exercise of the 
right of revocation. 

The provision which is included by many 
of the trust companies in their agreements, 
authorizing the trustee to compromise and 
adjust claims arising out of insurance poli- 
cies held under the agreements, may prove 
very helpful in effecting settlement in cases, 
which fortunately do not often occur, where 
for one reason or another a question arises 
as to the insurance company’s liability under 
the policies. 


Providing for Discretionary Payments 


Frequently one of the principal reasons 
motivating an insured to establish an insur- 
ance trust is his desire to provide for discre- 
tionary payments. This discretionary fea- 
ture is of great value and I venture to sug- 
gest that in almost every trust of this kind 
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there should be included a provision authoriz- 
ing the payment of income and principal in 
the sole and uncontrolled judgment of the 
trustee, for the use of any minor beneficiary 
and for the use of any beneficiary in event 
of illness or other case of necessity or emer- 
gency. 

While men, particularly those of 
large means, carry insurance payable to their 
estates, for the purpose of defraying inheri- 
tance and estate taxes, this is by no means 
the rule, and I think there is no question as 
to the wisdom of the course followed by 
many of the trust companies in including in 
their agreements authority to the trustee to 
purchase from the executor of the will of 
the settlor any securities or property which 
may constitute the settlor’s general estate, or 
to make loans to the executor, taking as col- 
lateral investments of the estate, so as to 
avoid the sacrifice of securities in a poor 
market for the purpose of paying taxes or 
debts of the decedent. 


some 


The question of the proper allocation of 
stock dividends between income and princi- 
pal has always been a troublesome one for 
fiduciaries, and the companies have, with 
varying success, introduced into their agree- 


ments provisions designed to help solve this 
knotty problem. 


Complications Arising from Merger and 
Trustee Succession 

On account of the number of mergers and 
consolidations of financial institutions, the 
question of succession to trusteeship is of 
importance. The practical method of avoid- 
ing complications resulting from mergers or 
consolidations is to expressly provide in the 
trust agreement for the succession of any 
such new corporation to the trusteeship. A 
provision of this kind should be broad so as 
to cover a merger or consolidation of the 
original trustee with, or a sale of its business 
or assets as a whole or substantially as a 
whole to, another corporation, whether a 
state or national institution. Where a merger 
or consolidation has already taken place and 
a possible question exists as to the right of 
succession to the trusteeship under an insur- 
ance trust created by a settlor who is still 
living, the new corporation should clearly 
take immediate steps to have the settlor ap- 
point it as succeeding trustee. 

Insurance trust agreements are frequently 
revoked and new agreements executed. In 
such cases it is essential that proper changes 
of beneficiary should be executed, making 
the policies payable to the trustee under the 
new agreement. Thus, if policies have been 
made payable to Blank Trust Company, Trus- 
tee under Trust Agreement dated January 1, 
1928, and this agreement should be revoked 
on March 1, 1931, and a new trust agreement 
executed to the Blank Trust Company as of 
that date, proper changes of beneficiary 
should be simultaneously executed making 
the policies payable to the Blank Trust Com- 
pany, Trustee under Trust Agreement dated 
March 1, 1981. The two trusts are, of course, 
separate and distinct, regardless of the fact 
that the same company is trustee under both 
agreements. 


Funded Insurance Trusts 


Most of what I have said has to do prin- 
cipally with unfunded revocable trusts, which 
eonstitute the largest percentage of life in- 
surance trusts. Practically the same ques- 
tions are involved under funded trusts, ex- 
cept that the trustee has the additional duty 
during the lifetime of the settlor to manage 
the funds under the trust and to use the 
income therefrom to pay premiums on the 
life insurance policies deposited under the 
trust. Funded trusts are frequently irrevo- 
cable, and occasionally this is true of unfund- 


(Continued on page 452) 
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(Epitor’s Note: For seven years past the Guardian Trust Company of Cleveland has 


conducted a systematic trust advertising campaign which 


has yielded some valuable 


lessons as to diversified mediums, embracing besides newspapers and direct-by-mail, such 
miscellaneous vehicles as outdoor bulletins, street car cards, radio, motion pictures, maga- 
eines of local and national circulation, window displays, lobby and arcade posters, book- 


lets and various kinds of literature. 


Mr. Cook related in his interesting paper at the 


recent Mid-Winter Trust Conference in New York, what the actual results, either good 
or otherwise, have been obtained through such wide experience.) 


EWSPAPERS and direct-by-mail ad- 

vertising are two very important 

items in the sales campaign of an ag- 
gressive trust company. Diversification, 
however, is just as important in an advertis- 
ing campaign as in an investment program 
if the maximum of effect is to be had for 
each dollar of expense. Many readers may 
not be intrigued by pleas in the daily papers. 
Without even a cursory glance, many others 
may consign to the circular file your brain 
children brought to them through the mails. 
And yet these same people may have their 
interest aroused by messages reaching them 
through one or more of the other accepted 
forms of advertising. Trust advertising to be 
successful must be systematic and continuous 
year-by-year. A definite goal is set, let us 
say, for five years hence. Plans are made 
to attain it as regards both media and copy 
tone. Once these plans are put in force they 
are followed without deviation other than 
that which may be vital because of changing 
conditions which could not be foreseen at the 
inception of the campaign. 


Advertising Which Bewilders Potential 
Customers 

Two forces often hamper the success of 
trust advertising. The first, is the tendency 
of advertisers generally to make their ap- 
peals sporadically with long intervals of si- 
lence between them. Secondly, many adver- 
tisers give a fine imitation of the busy bee 
which flits from flower to flower regardless 
of the honey content of any particular blos- 
som. In other words this month one method 
of creating the public’s desire for trust sery- 
ice may be tried, while next month some- 


thing radically different may be used, to be 
followed in turn by still a third method. And 
so the kaleidoscopic array passes before the 
bewildered eyes of readers who are not given, 
by means of repetition, the necessary oppor- 
tunity to learn what it’s all about. 


Usually the advertiser who resembles the 
lightning change artist is just as bewildered 
as his potential customers. His perplexity 
finds expression in his giving his changing 
tastes in advertising full sway—for in adver- 
tising, as in entertainment, food and cloth- 
ing, the reactions of no two men are exactly 
alike nor are they the same two weeks in 
succession for even one man. Advertising, 
therefore, requires an impersonal approach 
on the part of the trust officer. It needs also 
that cold analysis based upon all available 
data which trust department executives 
bring to bear upon securities they purchase 
for various funds. 

The market for trust service is essentially 
limited to people of means or those who have 
reasonably good incomes which permit the 
purchase of substantial amounts of life in- 
surance and a fair amount in securities each 
year. The average mechanic or clerk can 
never by any stretch of the imagination, be- 
come a customer of the trust department. 
For that reason trust advertising is a class 
and not a mass appeal. It is quite impor- 
tant that the restriction of the market for 
trust service be borne in mind when select- 
ing the various advertising media which are 
available, for otherwise substantial sums 
may be wasted. Naturally, the various con- 
clusions any of us may reach are based 
largely upon our own experiences or the past 
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results obtained by our respective institu- 
tions. The recommendations which follow 
represent the knowledge the Guardian Trust 
Company has gained in its efforts to sell the 
trust idea in the Cleveland district. 


Using a Variety of ‘Other’? Mediums 

In addition to newspapers and direct-by- 
mail advertising, several other forms are at 
hand in Cleveland. Outdoor bulletins, streez 
car cards, radio, motion pictures, magazines 
with local or national circulation, window 
displays, lobby and arcade posters, literature 
racks and tables—these are the media upon 
which money may be spent in varying de- 
gree. Let us analyze them one-by-one in the 
light of actual facts and not through the 
rosy hued lenses of the energetic salesmen 
who try to persuade the banker to spend part 
of his appropriation for their product. 


Outdoor Bulletin Board and Street Car 
Display 

First of all, we can dissect the outdoor 
bulletin and peer at its anatomy. What is it, 
what can it do for a bank, and is it a good 
purchase? For a mass appeal to the popu- 
lation as it rides by, the bulletin board is ex- 
cellent. As reminder advertising giving pub- 
licity to the name of a cigarette, food prod- 
uct or a financial institution, again the bulle- 
tin qualifies as a good medium. But as the 
vehicle to carry a real sales message, a bulle- 
tin is not so good, for in a flash you are a 
city block beyond it before you can read 
what the bank wants you to know about 
trust service. These are the reasons why the 
Guardian has limited its use of outdoor 
bulletins to general institutional slogans such 
as “Helping Men Get Ahead” and “There’s a 
Spirit of Helpfulness in the Guardian Bank.” 

Now place the next patient on the table 
and diagnose its case. The street car card 
in most cities, if read at all by passengers, 
meets the eye again of the masses, rather 





than those people who are potential trust 
customers. Then, too, the size of the card 
requires poster copy in the form of a brief 
message or slogan, for otherwise the type 
could not be read at the required distance. 
We can therefore place this form of adver- 
tising in the same category as the outdoor 
bulletin as regards its effectiveness for a 
trust campaign. 

The Radio as a Vehicle for Carrying the 

Trust Message 

And now for radio, with which the Guard- 
ian experimented for nearly a full year. Tun- 
ing in each evening has become an almost 
universal pastime throughout the nation. 
Every conceivable form of entertainment is 
at the command of the radio audience. 
speeches, educational in character, short 
plays—in most cases well acted, choral 
music, symphony orchestras, dance music, 
jazz bands, vocalists for solos, duets and 
quartets, comedians—all of national fame 
are yours and mine merely by turning the 
dial. And this talent may be had as the 
vehicle by which an advertising message is 
brought directly to millions of homes with- 
out any mental or physical exertion on the 
part of the listener. ‘Splendid,’ you say, 
“We must put the good old Umpsteenth Bank 
& Trust Company on the air. We can’t afford 
to pass an opportunity like this.” 

Wait a moment! Administer ether to this 
patient, too, and we’ll perform a few major 
operations based upon its well-defined symp- 
toms. First, radio is a mass medium reach- 
ing the homes of people in modest circum- 
stances as well as their more fortunate fel- 
low citizens. The price you pay for radio 
covers both groups. Secondly, each type of 
program at your disposal has its particular 
adherents. The family which loves jazz will 
dodge classical music whenever possible and 
vice versa. Most of us say “Who cares” and 
tune out whenever the Honorable Wm. K. 
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Spivitz or Dr. Roswell F. Dingle endeavor 
to give us some much needed but little appre- 
ciated information on some serious subject. 
“There’s folks as likes dramer and them as 
don’t,” our night watchman recently re- 
marked. 

You may feel, as many trust officers do, 
that symphony or operatic talent will be an 
ideal vehicle for your sales message. Re- 
member, however, that really fine music ap- 
peals to many cultured people, who, unfor- 
tunately, cannot possibly use trust service. 
And don’t forget that thousands of rich men 
today and many thousands who will be per- 
sons of substance five and ten years hence 
started in humble surroundings in which cul- 
ture was a liability rather than an asset. 
They are excellent trust prospects, even 
though jazz and comedy are their chosen 
forms of entertainment. 

Another point which requires serious con- 
sideration is the fact that the best programs 
are available on the national networks only. 
The average local station throughout the 
country can offer advertisers very mediocre 
talent, in whom the radio audience in your 
community or mine are not interested if they 
can tune-in on a good national hook-up. As 
a broad general proposition trust companies 
cannot afford programs of national scope and 
appeal because such programs cover a na- 
tional audience rather than a local audience 
solely. 

Finally radio advertising performs to best 
advantage for an article of merchandise sell- 
ing at less than a dollar and requiring fre- 
quent re-purchase by consumers. Bread, 
cigarettes, toothpaste, and similar articles 
fall into this category. All that radio can 
give a bank is publicity or reminder adver- 
tising for the name of the institution and its 
brief message of helpful personal banking 
service. These can be made a matter of 
public consciousness in the territory the in- 
stitution serves but any attempt to sell a 
more complicated service such as that ren- 
dered by a trust department is very largely 
a waste of money for it is bound to be a 
failure. 


The Motion Picture as a Medium 


And now look at motion pictures as an 
advertising medium. These are of two dis- 
tinct varieties, the short play to be shown 
on the screen in the local theatre and the 
privately owned film for display elsewhere. 
One question will dispose of the first type, 
I believe. Are you thrilled by seeing the 
young bride and groom enter Mr. Goofer’s 
furniture store to purchase a five room out- 
fit for $398 including war tax during an 
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evening when you spent fifty cents to watch 
your favorite stars do deeds of valor? Nat- 
urally, you resent being forced to look at 
advertising in any form even though it may 
be sandwiched between the news reel, com- 
edy and feature picture. Everyone else in 
an audience would feel the same way about 
your trust department message. 

The privately owned film for display at 
church gatherings, meetings of women’s clubs 
and lodge parties may be effective but audi- 
ences of that sort are limited in size while 
the talent used in such productions as a rule 
is very amateurish, for otherwise, the ex- 
pense would be prohibitive. For these rea- 
sons, the Guardian Trust Company has never 
used motion pictures for advertising, al- 
though it has produced several thousand feet 
of film for use at a series of industrial din- 
ners two or three years ago. As a novelty 
for special occasions of this character, the 
motion picture is an excellent investment, 
even though it is expensive and may be 
shown but once. 


National Magazines 
Turning to the magazine field, the trust 
company has at its command national peri- 
odicals such as World’s Work, Atlantic 
Monthly, Harpers, Fortune, Scribner’s, Re- 
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view of Reviews and several others which 
reach a high-class audience regularly. Ask 
yourself this, however, “Do I, as an Eastern 
trust officer, benefit by having residents of 
Oklahoma, Montana, Alabama or Michigan 
interested in the service of my department?’ 
Obviously the people you are trying to reach 
live within your own geographical and finan- 
cial markets. Men and women who reside 
elsewhere are of little if any, value to you. 

For five years the Guardian Trust Com- 
pany has used national magazines to carry 
the message that Cleveland is the ideal place 
in which to live, work and prosper. At no 
time, however, has that bank tried to sell 
trust service to the readers of these publi- 
cations, for just the reason given a moment 
ago. 

As regards local magazines with a circula- 
tion among prosperous families, Cleveland 
has two periodicals, one which is printed 
weekly, while the other is on a monthly 
basis. Both are excellent vehicles for trust 
advertising reaching in total about 20,000 
homes in which the annual income or per- 
sonal fortunes are of that size which makes 
for satisfactory and profitable business. Such 
periodicals amplify newspaper advertising 
satisfactorily and often convey messages to 
people who fail to read them elsewhere. 


COMPANIES 


Effective Use of Window Displays 

Window displays can be used effectively 
for bank advertising, particularly if they 
are sufficiently varied week-by-week to 
arouse and to retain public interest. The 
Guardian Trust Company confines its more 
elaborate displays to the windows of its main 
office. At our eighteen branches, the mes- 
sages to the man on the street are in the form 
of attractive posters about twenty inches 
wide and five feet long. The main office dis- 
plays are made in the most spectacular form 
possible and a different one confronts the 
pedestrian every week or ten days. AS a 
general rule trust department messages carry 
an offer of a booklet describing the particu- 
lar service, and the gazer is asked to step 
into the lobby to get his copy at the infor- 
mation desk just inside the door. A consider- 
able volume of trust literature is distributed 
effectively in this fashion whenever displays 
of this nature are used. 


Trust Booklets and Lobby Posters 

A less satisfactory although greater vol- 
ume of booklet distribution is obtainable by 
setting up an attractive table display in the 
bank’s lobby with some attention-arousing 
unit such as a colorful poster or cut-out and 
a card telling people passing by to take a 
copy of a new booklet. The objection to this 
plan is that a large percentage of the book- 
lets are pocketed by the sort of individual! 
who grabs all the samples he can at an 
annual food show or similar exhibition re- 
gardless of his actual interest in most of 
those samples. 

At strategically located points throughout 
the bank, the Guardian maintains literature 
racks and tables upon which a complete dis- 
play is made of the various folders, pam- 
phlets and booklets published by the bank. 
In the reception room adjacent to the offices 
of our present and senior vice-president, 
however, the material available to readers 
consists almost entirely of trust booklets and 
one or two other items. A similar plan is 
followed in the trust department itself, for 
its flow of traflic is among people who are 
for the moment thinking terms of trust serv- 
ice. It is interesting to note the very sub- 
stantial number of booklets which vanish 
day-by-day in this manner. 

Lobby posters standing on easels or placed 
in wall panels are a part of our standard 
office equipment. These are colorful and 
serve to remind the public by brief messages 
that our trust service is of real value to any 
individual possessing capital in one or more 
of its many forms. These posters are changed 
weekly to keep them fresh in appearance and 
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attention value. If left too long—even 
though its physical condition might be per- 
fect—the advertising effect of any poster 
would be at absolute zero. On the other 


hand, arcade posters, which are on the street 
floor in the general hallways of certain of 
our buildings are changed only four times 
a year, because the traffic passing through 
the building changes its complexion more 
rapidly than that which flows into the bank 
on business. 


Masculine and Feminine Appeal 

And now word about masculine and 
feminine appeal in trust advertising. In 
theory, at least, the hand which rocks the 
cradle has the husband skipping rope, if 
many news items appearing daily are accu- 
rate. Some advertisers feel that advertising 
designed to break down 
the part of women is ideal. 
proposition, however, it is 
that most women do not 
vertising and cannot 


one 


resistance on 
As a practical 
safe to assume 
read financial ad- 
be lured into doing so. 
Their interests lie in other fields than that 
of banking. The Guardian Trust Company 
makes no attempt to direct its messages to 
women. It confines its attention to the mas- 
culine members of its community with copy 
designed in certain instances to appeal to the 
emotions of such readers, while in other 
cases it is written to intrigue their cold 
shrewd reasoning powers in money matters. 

To clinch the interest of prospective cus- 
tomers in trust department activity, booklets 


Sales 


deseribing a particular service have been 
prepared with great care. These cover the 


life insurance trust, the business insurance 
trust, the living trust and its variant the 
custodianship, and the last will and testa- 
ment respectively. Two others have been 
written, one of which sets forth the scien- 
tific care of trust investments regardless of 
the fashion in which they come to the bank 
while the other volume outlines in simple 
language the various and expanding needs of 











the individual for different forms of trust 
service during his economic progress. All 
told the Guardian's library of trust literature 
consists of six specific booklets, each one of 
which plays its part in a definite well co- 
ordinated sales campaign which began nearly 
seven years ago and which has continued 
without interruption ever since, with only 
such policy changes as may have been neces- 
sary due to changing conditions. 

Our seven years of effort has built an ex- 
perience table the value of which is almost 
unlimited. We think we know the things 
which will produce results, and those which 
are doomed for failure. We feel that we 
have keyed our advertising and our direct 
solicitation in that fashion which causes one 
to supplement the other most effectively. 

> ae o> 
LOW FEES IN OPERATION OF COMPOSITE 
TRUST FUND 

The Brooklyn Trust Company, in the oper- 
ation of its Composite Trust Fund, which 
applies the principle of commingling funds as 
small as $500, has no financial interests of 
its own in the Fund and has no securities 
to sell to it. The only cost is that of service. 
For these services the following fees are 
charged on trusts ranging from $500 to $20,- 
000: 1 per cent of principal upon execution 
of the trust agreement and a similar amvuunt 
upon termination; % of 1 per cent annually 
on the actual value of the trust fund prin- 
cipal on December 31st of each year. 

The principal of trusts larger than $20,000 
may be invested in the Composite Fund, un- 
der a slightly different schedule of fees. In 
such cases wide discretion as to disposition 
of income and principal is permitted. The 
principal of the Composite Fund as of Feb- 
ruary 10th amounted to $11,477,075, and was 
apportioned as follows: bonds, 22.59 per 
cent; preferred stocks, 36.11 per cent; com- 
mon stocks, 28.33 per cent; mortgages, 8.03 
per cent; cash, 4.94 per cent. 












































































































































































































































































































































SUPREME COURT OF GEORGIA AFFIRMS RIGHT OF 
TRUST COMPANY TO DRAW REAL ESTATE DOCUMENTS 


SUMMARY OF DECISION AND ARGUMENT 


HE Supreme Court of Georgia in a de- 

cision handed down February 28, 1931, 

gave an affirmative answer to the clear- 
cut question of law, namely: Can a corpora- 
tion be granted the power to prepare any and 
all papers in connection with the conveyance 
of real or personal property that it may be 
requested to prepare by a customer? The 
ruling was made in the case of Atlanta Title 
é& Trust Company vs. John A, Boykin, solici- 
tor general. The proceeding was based upon 
action for alleged contempt of court brought 
by the Solicitor General on the claim that 
the company was practising law, including 
the drawing of deeds in connection with title 
insurance. The trial court decided against 
the trust company which thereupon applied 
for an amendment to its charter extending 
its powers to preparation of all papers re- 
lating to conveyance of real estate. The Su- 
preme Court upheld the right of the Atlanta 
Title & Trust Company to obtain such an 
amendment to its charter powers and to ex- 
ercise the authority requested. 

Said the court after reviewing the statutes 
of the state with relation to the practice of 
law: “In the light of the history of these 
statutes, and considering them with subse- 
quent statutes in relation to the practice of 
law, the restrictions upon persons to engage 
in such practice refer to the right ‘to prac- 
tice law in the courts of this state,’ as pro- 
vided in Section 4930, and do not prohibit a 
private corporation organized under the laws 
of this state and exercising as a business the 
general powers of a trust company, and ex- 
amining, certifying, and guaranteeing titles 
to real estate, under authority conferred by 
its charter, from exercising a further char- 
ter power ‘to prepare any and all papers in 
connection with conveyance of real and/or 
personal property that it may be requested to 
prepare by a customer,’ ‘as specified in the 
proposed amendment to defendant’s charter, 
by other than persons licensed to practice 
law in this state.’ ” 

Discussing questions of policy and prevail- 
ing practice the Atlanta Title & Trust Com- 
pany stated in its brief: 


“The monopoly given to lawyers as to ap- 
pearances in court is justified and necessary 
in the interest of the orderly administration 
of court proceedings. The undoubted rule of 
law which prohibits anyone but a lawyer 
from purporting to act as such is sound and 
unquestioned. Beyond this there is a wide 
field of activity in which lawyers are fre- 
quently useful and may, and do, practice, 
and in which no one could purport to prac- 
tice as a lawyer unless in fact licensed. But 
in this field also there is much work which 
does not require a legal expert. Much of 
it is of an essentially clerical or routine 
nature. 

“To say that all of the work in this field 
is to be preempted exclusively by the bar, 
that all laymen and lay agencies are to be 
excluded, and that a monopoly in the entire 
field is to be given to attorneys at law, is 
unnecessary and unreasonable. Such a mo- 
nopoly is not in accord with actual practices 
that have normally and naturally developed ; 
that actual practice being that the routine 
is usually handled by lay agencies and that 
lawyers are used when the services of a legal 
expert is really needed. To illustrate: A 
layman may appropriately fill in a printed 
form of warranty deed, and where the es- 
sential thing is an accurate description of 
the land a layman may frequently be in a 
better position to furnish such a description 
than a lawyer. But if the transaction in- 
volves a complicated trust deed to secure a 
bond issue the parties would normally desire 
a legal expert to handle it. 

“The true interest of the bar in this re- 
spect is not in conflict with the interest of 
the public. Surely neither the dignity nor 
the genuine welfare of the profession is 
served by a rule of law forcing the public 
to turn over to them clerical and routine 
duties which can be handled adequately, and 
more cheaply in many instances, by non- 
professional workers.” 


The 100 largest mutual savings banks in 
the United States hold aggregate deposits of 
$6.282,002,000. 

















N order to build up a trust department on 

a more aggressive scale new business men 

who are first of all salesmen should be 
employed. These men must have a pleasing, 
impressive, forceful personality, need not 
necessarily be lawyers or even law trained 
men but a knowledge of trust law would not 
be amiss. As they have a service to sell, 
men who have made a success at selling in- 
come and inheritance tax services or insur- 
ance, should do well in this particular field, 
and as to the details connected with this 
particular trust service, this should be left 
to those specially qualified and trained there- 
for. 

The mistake is too often made in employ- 
ing men who are not salesmen but who may 
have at some time had some trust experi- 
ence. There is as much logic in this line of 
reasoning as it would be to take promiscu- 
ously an individual who may be an expert 
mechanic and without much ado expect him 
to become a talented musician. Trust solici- 
tors or salesmen are treading on new ground. 
It is not so far distant in the past when a 
banker would have raised his hands in hor- 
ror even at the thought of employing such 
means to build up his trust department. But 
times change and so do men and methods. 


What the Average Solicitor Should Produce 

The number of calls a solicitor should 
make per day depends upon the ability and 
capability of the representative, the prepara- 
tion of the prospect for the call and to some 
extent whether or not an appointment has 
previously been made. Nevertheless a good 
solicitor should make an average of eight or 
ten calls per day. The same principle holds 
in this work as in any other, the more people 
you intelligently place your wares before the 
greater the return in sales, for, in accord- 
ance with the law of averages a certain per- 
centage of your prospects will be interested 
and the more calls made the more people you 
will contact that are interested in the bene- 
fits to be derived from a trust connection. 
Like any other business the value of a sales- 


UNCOVERING AND FOLLOWING UP “LEADS” FOR 
TRUST DEPARTMENT BUSINESS 


TEAMWORK BETWEEN THE SOLICITOR AND THE OFFICE 


ARTHUR W. WEBER 
Assistant Secretary and Assistant Trust Officer, The Ohio Savings Bank and Trust Co., Toledo, Ohio 





man is gauged to a very large extent by the 
amount of business—potential and present— 
produced. However, so-called “living” or 
“voluntary” trusts are present business and 
should be secured whenever possible. 

Potential business such as wills, and insur- 
ance trusts are usually easier to secure and 
while a great percentage will remain with 
the trust company and eventually become 
income-producing business, you will find the _ 
percentage of loss in the form of later wills 
executed and insurance trusts canceled or 
lapsed much greater than with living or 
voluntary trusts. However, during a year, 
bad weather and good, a solicitor should pro- 
duce from $3,000,000 to $12,000,000 potential 
and present business. The larger the city, 
the greater the field, the better the results 
that should be expected and produced. 


Sources of ‘‘Leads’’ 

The securing of leads is not much of a 
problem in a well organized and smoothly 
working institution. The principal sources 
are as follows: 

(a) from the bank’s own officers, depart- 

ment heads and employee; 

(b) from the branch managers and em- 

ployees ; 

(c) from the bank’s own depositor or cus- 

tomer records; 

(d) from satisfied persons previously sold. 

(e) from friendly insurance men; 

(f) from the bank’s own stockholders; 

(g) from news items. 

The list prepared and the prospects carded 
is all work that should be completed under 
the supervision of the person in charge of 
the new-business work. No name should be 
given to the solicitor until the prospect has 
been thoroughly checked as to the present 
connections with the bank, the general stand- 
ing in the community, approximate value of 
his estate, amount and form of insurance 
earried, position or nature of employment, 
married or single, and if married the family 
obligations, hobbies if any, and the name 
of the officer or bank employee handling that 
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individual’s account or the name of the per- 
son suggesting the prospect. Much of this 
information may not be readily obtained on 
every prospect prior to the first call, but as 
much information as possible should be ob- 
tained and placed at the disposal of the 
solicitor prior to the first interview. 

The more information at hand—the easier 
the approach. Each name suggested should 
be carded and the above information placed 
thereon. Also, any other pertinent facts re- 
lating to the prospect and the history of each 
call made should be entered on the respective 
prospect’s card. In addition daily, weekly 
or other periodical reports should be made 
by each solicitor to the person in charge of 
the new business work. The officer’ so 
charged with the overseeing of this work 
should keep a very close contact with his 
men, show a warm and helpful interest in 
their work and difficulties and make a few 
calls from time to time in company with the 
men. 


Paving the Way for Solicitation 

The way should be prepared as much as 
possible so that it will not be necessary to 
use too much of the prospect’s time in merely 
explaining your mission. Suitable literature 
should be mailed a week to ten days in ad- 
vance of the first call, which literature 
should be accompanied by a personal letter 
and not a form letter previously printed, 
from the trust officer setting forth that he 
has requested Mr. Brown, one of his assist- 
ants, to call upon him in the near future 
and in the meantime there is being sent to 
him certain literature which it is felt will 
be of interest to him. And whenever pos- 
sible, to give a more personal touch to the 
letter, such other statements should be in- 
cluded as the trust officer from an examina- 
tion of the information previously gathered 
together and entered on the prospect’s card, 
determines will be of peculiar interest to 
the prospect. An appointment should be 
made whenever possible as in this way much 
time can be saved. The appointment, if se- 
cured, can usually be considered as a favor- 
able omen and that the solicitor will find 
his prospect in at least a receptive mood. If 
an appointment cannot be secured or is not 
deemed advisable the first call should be 
made as near as possible to the date set 
by the trust officer in his initial letter. 


Wholehearted Cooperation 
Having had your interview and secured 
the necessary information for the drawing 
of the documents, whether it be a will, liv- 
ing or voluntary trust, insurance trust, ete., 
such instrument should be drawn promptly 


and carefully and delivered at as early a 
date as possible to the prospect for his 
examination and execution. Too much busi- 
ness is either lost or made doubly hard to 
secure by too much time lapsing between the 
giving of the necessary information and hav- 
ing the papers drawn and delivered to the 
prospect. To insure good service for each 
three or four contact men there should be 
at least one individual in the office who is 
to take care of the necessary office detail. 
Just as in an army the success of the men 
in the field is dependant to a very large ex- 
tent on the support that is given them in 
the office. Whole hearted support given with- 
out stint or favor will inspire your men to 
bend every effort to deliver the very best 
there is in them. You ean’t expect a full 
crop without plenty of cultivation and fer- 
tilization on your part. 

After the document is signed the prospect 
who is now your customer, should not be 
left to lie dormant. Suitable literature over 
the signature of a responsible trust official 
should be mailed to the customer at not too 
infrequent periods. The general tendency too 
often is to neglect the ones signed up and 
devote the entire time to new prospects. This 
theory is wrong. By careful circularization 
additional business will be secured from 
them—if originally only a will was executed, 
then perhaps an insurance trust is next, 
or a small trust for a grandchild, or per- 
haps a friend or relative through the efforts 
of your satisfied customer wishes to avail 
himself of your services. The card of an 
individual who has become your customer. 
whether potential or present, should never 
be filed away and forgotten—it is too valu- 
able. Another small but important item which 
is too often forgotten is the letter of appre- 
ciation to a prospect who has become a cus- 
tomer to the extent of the business which 
he has given to your department. A _ short 
but pleasant letter will be long remembered 
and will start your customer out in a good 
frame of mind. 


2°, °, , 
~~ “. “. 


The Liberty National Bank & Trust Com- 
pany of New York has obtained permission 
from the Comptroller of the Currency to 
reduce capital from $3,000,000 to $2,250,000, 
in order to strengthen the position of the 
bank. Par value of shares will also be re- 
duced from $100 to $25 per share, 

The board of trustees of the Title Guar- 
antee & Trust Company of New York at a 
recent meeting declared a regular quarterly 
dividend at $1.20 per share on its stock and 
also an extra dividend of 60c. per share. 
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RESULTS FROM QUESTIONNAIRE ON COMMINGLING 
OF TRUST FUNDS 


ADVANTAGES OF PLAN OUTWEIGH OBJECTIONS 
LEROY McWHINNEY 


Vice-president, The International Trust Company, Denver, Col. 








(EpiTor’s Note: The following paper embodies the results of the first questionnaire 
which assembles the judgment of experienced trust executives as to the practicability 
and desirability of extending to trusts the principle of mingled investments. The infor- 
mation derives timely value from the fact that the plan of mingling trust funds in a 
common or composite fund has been introduced by a number of trust companies and is 
being favorably considered for adoption by a score or more of other trust companies. 
Mr. McWhinney’s canvass lists advantages as well as criticisms. On the basis of these 
replies the plan is regarded as workable and as having distinct merits. The substance of 
Mr. MceWhinney’s paper which was presented at the recent Mid-Winter Trust Conference, 


is given herewith.) 


HATEVER its merits, no similar 

subject now attracts a more wide- 

spread interest than the commin- 
gling of trust funds for investment. In New 
York, we have City Bank Farmers Plan C, 
Irving Investors Fund C, Guaranty Trust’s 
Fiduciary Fund and Brooklyn Trust Com 
pany’s Composite Fund. In Boston Old Col- 
ony Trust Company has its Trust Depart- 
ment Stock Fund. Somewhat similar com- 
mingled funds, confined to mortgages, are in 
operation in Cleveland, Akron, Tulsa, and 
possibly in many other cities. In addition 
there are scores of somewhat related plans 
for prorating participations in individual 
mortgages, a highly efficient arrangement 
now authorized by law in some of the States. 
These are the pioneer developments. Few 
of them were in existence four years ago— 
some are not yet a year old. 


Meaning of Commingled Trust Funds 


Just what do we mean by commingling 
trust funds for investment—what is the 
plan? Let us get to a definition. Of course, 
in a broad sense, the commingling of trust 
funds for investment may be accomplished 
by purchasing shares in any of the ordinary 
investment trusts open to the public, fixed 
or management, or by patronizing a cen- 
trally held investment trust designed par- 
ticularly for the use of fiduciaries, a plan 
which seems to have some sponsors. It may 
be done, and is being done, through an in- 
vestment trust operated by the trust com- 
pany for the use of its own trusts and also 
open to public participation. However, all 


such methods contemplate the raising of a 
super-structure of investment management 
involving more or less delegation of authority 
and other practices and considerations which 
are not necessary, and sometimes not de- 
sirable, in the investing of the funds of our 
individual estates and trusts. 


If we commingle by using the funds of a 
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particular estate to purchase an interest in 
an ordinary investment trust, we are really 
not commingling our own funds at all, but 
merely buying a unit in a diversified invest- 
ment, and, if such investment trust is of the 
management type, we are substituting the 
judgment of some other group for that of 
our own investing committee. If the pool, 
even though managed by our own institu- 
tion, is open to public participation, we are 
immediately confronted with the necessity of 
making our management policy popular with 
a class of subscribers whose requirements 
and point of view may be quite out of line 
with the principles which must govern us in 
the management of family trusts. 

I submit that in none of these systems last 
described do we find a true example of the 
commingled investment of trust funds. As I 
understand the subject, the commingling of 
trust funds is a system through which the 
trust company, being trustee of many estates 
and other funds, combines more or less of 
the moneys of these several funds into a 
common pool for more convenient and se- 
cure investment, in which commingled fund 
there may be no other participants, and of 
the combined assets of which the several 
estates and trusts are the beneficial owners. 


Canvassing the Judgment of Trust Executives 

Is there any actual demand for such a 
practice from either the bankers or the pub- 
lic, or is it merely a fad? Is the principle 
sound? Is it feasible in operation? If it is 
demanded, is sound and feasible, then what 
shall be its main features? 

So far as I know no effort has heretofore 
been made to definitely canvass the judgment 
of trust executives, and this I have endeav- 
ored to do, although the time available for 
that purpose has been very limited. Some 
ninety questionnaires were sent to represen- 
tative banks in large and small cities in all 
parts of the United States, so prepared as 
to bring out substantially the following in- 
formation : 

1. Actual experience with the commingling 
of trust funds. 

2. The extent to which the plan has been 
considered by those who have not tried it. 

3. General conclusions as to the soundness 
of the plan. 

4. Reasons for favoring it. 

5. Objections, including opinion as to its 
feasibility. 

6. Judgment as to the advisability of cer- 
tain of the more important details. 

While only about one-half of these ques- 
tionnaires were answered, replies were re- 
ceived from representative institutions in 
most of the principal banking centers, and 
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there is a fair sprinkling of replies from in- 
stitutions in small cities—on the whole, I 
think, sufficient to give us a very fair idea 
of the extent of development and the trend 
of judgment. 


Outside of four or five cases which I have 
already mentioned, certain of which you 
will note are either exclusively confined to 
common stocks or contemplate common stocks 
as a principal feature, there appear to be no 
commingling plans in actual operation, ex- 
cepting those confined to either individual 
mortgages or to an aggregate of mortgages. 
On the other hand, our replies indicate that 
there is active interest in the subject in 
nearly all large cities and in many of the 
smaller cities. Twenty-three banks in 
twenty-one cities have the plan under seri- 
ous consideration, and nineteen of them are 
definitely favorable to its adoption. Ten in 
stitutions have given it some study and 
dropped it as either unnecessary or not yet 
perfected. Only two out of more than forty 
institutions which replied to our question- 
naire are unqualifiedly opposed to the prin 
ciples involved. 


Advantages and Criticisms 

The opinion of the majority of the banks 
is well paraphrased by the Brooklyn Trust 
Company which approves the plan, because 
it “meets the trustee’s problem of investing 
small trusts.’ Now, the trustee's “problem,” 
particularly in the investment management 
of smaller trusts, involves a good many fac- 
tors. For example, twenty-one leading banks 
emphasize the point that solely through com- 
mingling can they secure requisite diversifi- 
eation in the smaller trusts. Other advan- 
tages upon which stress is laid include the 
prompt investment of odd amounts at a fair 
rate of interest; greater facility and effi- 
ciency in reviewing the portfolio; ease in 
liquidation of small investments of the indi- 
vidual trusts, and the minimizing of the ad- 
ministrative work. A leading Chicago insti- 
tution observes that commingling would tend 
to eliminate the excessive expense now at- 
tendant upon the handling of small trusts. 
Others point out that in their judgment the 
plan has such a public appeal that it would 
aid in selling trust services, and particular- 
ly in the building up of living trusts and life 
insurance trusts. 


Typical Criticisms 
So much for the general advantages. What 
of the objections? The majority of variously 
phrased objections can be grouped under a 
few headings and perhaps most of them are 
eliminated by the restrictions placed on the 
plan in this discussion: 
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New 


England’s 


1. Legal obstacles, if the plan is applied 
to trusts restricted to legal investments—not 
applicable if used only for the benefit of 
trusts with unrestricted investment authority 
or expressly authorizing commingling. 


2. Accounting difficulties and tax questions 
—which are generally thought to be sub- 


stantial, but which are apparently on the 
way to a satisfactory solution through the 
experience of a number of banks. 

3. Aversion of both banks and customers 
to speculative investments for trust estates— 
a factor which can be entirely eliminated by 
proper restriction of the investing authority 
where that is deemed desirable. 

4. The effects of bad management would 
be accentuated—which objection appears in 
direct contrast with the chief arguments of 
the proponents that losses would be thus 
averaged and the effect minimized. 

5. Tendency to intensify criticism of al- 
leged unauthorized fees or profits—to which 
the express terms of a proper trust instru- 
ment should give a complete answer. 

6. Difficulties arising from part ownership 
of the fund by the banking institution—al- 
though it is apparently unnecessary, and 
perhaps undesirable, that the institution have 
any financial interest in the pool. 


Oldest 


_ years’ ex- 
perience in every phase of trust 
service has qualified the Rhode 
Island Hospital Trust Company 
to serve in the most responsible 


of fiduciary capacities. 


gr Rhode Island 
Hospital Trust Company 


15 WESTMINSTER ST. 


PROVIDENCE, R. I. 


Trust Company 








7. The plan wants seasoning—an obviously 
pertinent which can be overcome 
only by abandoning the criticism and trying 
the plan. 

Ss. 


criticism 


Commingling is primarily required only 
for common stock investments—a field in 
which a majority of the banks are apparent- 
ly not much interested. 

9. Finally, the 


objection which goes to 
the root of the 


whole matter, that com- 
mingling will not substantially improve the 
soundness of investing practice, increase the 
heneficiary’s income, or lower the cost of 
administration, when applied chiefly to the 
bond and mortgage investments of the small 
trusts. 

This last objection represents the funda- 
mental line of cleavage in judgment between 
those who look with favor upon a commin- 
gling plan and those who consider it unneces- 
sary or unsound, even if freed from all tech- 
nical objections. Two or three of the oldest 
and most experienced institutions in the 
country take this position. One, chiefly upon 
the ground that ample diversification in 
bonds is readily obtainable without commin- 
gling, and that the pooling principal should 
be applied only to stocks. Another, upon 
the bold but interesting observation that i 


a 
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Your 
Oregon Business 


SEND your business of a finan- 
cial or fiduciary nature to the 
Portland Trust and Savings 
Bank. This bank is ready to 
act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 





has gotten along successfully without com- 
mingling for nearly one hundred years, and 
sees no reason to change its policy. The 
opinions thus expressed are apparently indi- 
vidual rather than typical, because similar 
institutions in other equally large cities and, 
in one case, equally impressive institutions 
in the same city, are ardent supporters of 
the plan. 


Advantages Outweigh Objections 

After having considered the comments and 
the arguments of the very impressive list of 
banks which have answered our question- 
naire, and examining the trust instruments 
or the articles of incorporation under which 
the existing plans are operating, I am satis- 
fied that the system is workable and inclined 
to believe that the advantages of wide di- 
versification, a broad averaging of risk, more 
prompt and efficient services to small trusts 
and greater economy in management out- 
weigh all objections so far suggested. Obvi- 
ously the practical importance of the plan 
depends, to a degree, on local conditions, but 
I believe it is sound and desirable for many 
institutions, if limited to a mere investing 
mechanism within their own trust depart- 
ments and exclusively for their own trusts, 


when confined to the same type of securities 
and investment policies which they would 
deem proper for the individual estates and 
trusts, and when surrounded by such safe- 
guards for both the trust company and its 
customers as will suggest themselves to each 
experienced trust executive and his counsel. 


How the Commingling Plan May Be Set Up 

As illustrative of the manner in which 
such a plan may be set up in conformity 
with the general principles above outlined, 
I submit the following suggestions for con- 
sideration : 

That the system be established with a view 
to use for those existing estates and other 
trusts in which the trustee has unrestricted 
investment powers, for those trusts yet to be 
established in which the trustee will be given 
either unlimited investment powers or be 
specially authorized to participate in this 
plan, and for such existing trusts as can be 
brought within its scope by amendment. The 
majority of answering banks consider com- 
mingling of chief importance for funds of 
less than $100,000, although at least seven 
contemplate applying it to larger trusts. 

That it be in the form of a trust to be 
declared by the bank or trust company in- 
terested, thus providing an entity in which 
the legal title to the securities may be vested, 
the equitable title resting in the participat- 
ing estates and trusts. The trust structure 
is simple, reflects the true relationship of 
the individual trusts to the commingled in- 
vestments, and is workable. The use of a 
corporation seems to produce unnecessary 
complications and expense, to be inconsistent 
with the fundamental conception that the 
plan is simply the management of funds al- 
ready in our hands, and to raise grave in- 
come tax problems when interest bearing se- 
curities are contemplated. 

That participation be strictly limited to 
the estates and trusts of which the institu- 
tion is the fiduciary or a co-fiduciary. 

That upon termination of an estate or 
trust, its participation in the commingled 
fund be liquidated by redemption. 

That the bank or trust company in its 
individual capacity be ineligible to partici- 
pate in the fund and have no financial inter- 
est therein. 

That participation be effected through a 
deposit of money in the fund by an estate 
or other eligible trust, the beneficial or equi- 
table interest in the commingled pool thus 
created to be evidenced by a receipt or cer- 
tificate, the extent of such interest to be 
designated in units of beneficial interest, and 
that such units be of a stated face value not 
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too large to permit of adjusting small par- 
ticipations. 

That the initial depositors be allotted units 
at face value, and that thereafter and at 
regular intervals the corpus of the fund be 
valued to form the basis of additional de- 
posits or withdrawals, such corpus value to 
be allocated to each unit pro rata. 

That if the withdrawals exceed new de- 
posits, securities be sold to provide funds, 
or giving the trustee the authority to ad- 
vance money to the trust estate to affect 
minor adjustments advanced or borrowed for 
the purpose. I anticipate that in practice, 
where the fund is confined to bonds and 
mortgages, borrowing for such purpose will 
prove desirable and sound. The loans will be 
for short periods, brokerage will be saved 
and administration simplified. 

That, upon the occasion of each valuation 
of the principal, the income, including the 
accrued since the last preceding valuation, be 
determined and credited to the income ac- 
count of each depositor upon a pro rata basis, 
due exception being made, when necessary, 
for securities in default. Some will prefer 
to substitute for this method, a unit value 
based on corpus plus accrued income. 

That periodically income realized in money 
be distributed to the depositors, each dis- 


tribution being charged against the credit 
of such depositors on an individual income 
ledger. 

That capital gains realized in cash, which, 
in the absence of common stock investments, 
would be relatively rare, be similarly pre- 
rated and distributed. 

That the investment authority of the trus- 
tee of the commingled fund be definitely de- 
fined, but not greatly restricted, since the 
plan may be in operation over a long period 
of time during which the earmarks of good 
investments will be subject to charge. There 
is marked difference of opinion among the 
bankers who have written me as to whether 
common stocks should constitute the exclu- 
sive investments of the trust, be merely per- 
missible, be permissible only in limited quan- 
tities, or be entirely excluded. This, after 
all, is an individual question depending upon 
bank policies and local conditions, but if 
must be remembered that the presence of 
common stock, with the corresponding mar- 
ket fluctuations in the value of the corpus, 
would call for special treatment in the de- 
tails of the plan, and, for the purpose of 
this outline, I am excluding common stocks 
from the investment authority. It may also 
be noted that many banks are suggesting the 
use of several pools, to the end that the plan 
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may be made applicable to a larger number 
of trusts than would otherwise Je practi- 
cable by reason of the variation and scope 
of investment authority conferred on the 
trustee. For example, there might be 
pool for mortgages only, one for interest 
bearing securities of definite maturity, either 
including or excluding mortgages. and one 
for corporate stocks only. Or, there might 
be certain combinations of these groups. It 
seems unlikely to me that the use of two 
or three pools would necessarily involve un- 
desirable compications. 

That the trustee reserve the right to ter- 
minate the trust at any time, and also the 
right to redeem all or any part of the units 
in its discretion. 

That in order to recognize the rights of co- 
trustees in certain of the participating es- 
tates or trusts, the participants also have 
the right to require redemption at their 
election. 

That provision be made for distribution in 
kind, or partly in kind and partly in money, 
upon the occasion of the termination of the 
trust, and also upon any redemption of units. 
such distribution in kind to be limited to 


one 


the extent to which the actual prorating of 
each issue of securities can be effected. 

That, where the inclusion of mortgages is 
contemplated, the trustee be enabled to ac- 
quire mortgages as they are offered in the 
market, in anticipation of additional depos- 
its, by borrowing or advancing funds for that 
purpose. As to the advisability of permitting 
the trustee to borrow, either to effect redemp- 
tions or to invest, the questionnaires indi- 
cate a wide difference of opinion, although 
the objections to borrowing are largely based 
upon the assumption of the presence in the 
commingled fund of securities subject to 
sharp fluctuations in value. 

That the trustee receive no compensation 
for its services in the handling of the com- 
mingled fund, the operation being a mere 
step in the investment of the funds of indi- 
vidual estates and trusts, for which it is 
presumably adequately compensated in the 
individual Certain types of expense, 
such as brokerage, would, of course, be 
charged to the commingled fund. A few 
bankers have indicated a preference for 
charging extra fees in the commingled fund, 
but this suggestion comes chiefly from those 
who contemplate some distribution of par- 
ticipations to the public, an operation which 
I am assuming may be better handled 
through a distinct trust fund in which our 
individual estates and trusts are not partici- 
pants. 


case. 


These suggestions are intended to present 
only broad outlines, and thus to illustrate 
the manner in which the commingling sys- 
tem can be reduced to practice. They in- 
clude features of plans now in operation and 
also others which, so far as I know, have 
not been subjected to trial. They are, how- 
ever, capable of being reduced to documen- 
tary form—in fact, have been embodied in 
2 complete declaration of trust which is be- 
lieved by legal and accounting counsel to 
be sound and workable. 


Not a Taxable Entity 

We have yet to consider the attitude of 
the income tax unit of the Internal Revenue 
Department toward the plan. If it were to 
be confined exclusively to common stocks, the 
liability of the income of the fund to taxa- 
tion at the rates applicable to corporations 
would probably be immaterial. If all, or the 
chief, income is to be from taxable interest, 
then the application of the corporation in- 
come tax would apparently make the plan 
entirely unfeasible, except within a very 
limited range. The questionnaires indicate 
that while a number of banks are satisfied 


(Continued on page 452) 
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| 
A Banker’s Idea 


... and it changed the course of 
American Trust Publicity 











UT in Iowa, a banker, D. R. Wessling, had been 
reading the publicity which large city banks 
and trust companies sent out to clients. It 
was dignified, but cold. Accurate, but uninspired. 


Presently an idea came to him. Why can not trust 
publicity be Aumanized? Why can it not have a deep, 
sincere appeal to the human heart? He talked with 
some banker friends about it. Most of them were 
interested, but skeptical. It cannot be done, they 
said, without loss of dignity. 











Then Mr. Wessling did it! The Wesstinc HumManizep Trust 
PROGRAM won an almost immediate reception from the Atlantic 
to the Pacific coast. Metropolitan banks and trust companies 
with upwards of $100,000,000.00 in resources . . . banks in 
small communities with resources of hardly a million . . . alike 
found the Wessling Way the key to unanticipated profits. 





Last year, a depression year, was the Wessling organization’s 
greatest since its founding eight years ago. 





The Wessling idea has been used all over the land. American 
trust publicity is following the path blazed by this Iowa banker. 
But the Wessling Way has many unique copyrighted features 
which are its very own—to appreciate the power and dignity 
of its moving human appeal you must see the new 1931 Trust 
||| Program with your own eyes. Write today for our illustrated 
MI folder, ““HumManizinc Trust Pusticity.” 


WESSLING SERVICES 
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D. R. WESSLING 
WV} N}) President 
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LIFE INSURANCE AS ANTIDOTE FOR COMMUNISM AND 
SOCIAL RESTIVENESS 


ECONOMIC AND INDUSTRIAL ASPECTS 
JAMES A. FULTON 


President of the Home Life Insurance Company of New York 


(Epi1tTor’s NOTE: 


Various methods, some drastic and others academic, have been urged 
to rid this country of the germs of communistice and socialistic propaganda. 


One of the 


most practical and at the same time truly American procedures is that recommended by 
Mr. Fulton in a recent address before the annual Northeast Ohio Sales Congress at Cleve- 
land, wherein he advocated life insurance and similar cooperative enterprise under pri- 
vate leadership and also emphasized life insurance in replacing the losses in individualism 
incurred by the trend toward large scale corporate operations.) 


N my judgment life insurance is today 

doing more than any other one thing to 

insure the perpetuation of our American 
institutions through the continuance of that 
social and economic democracy which is an 
integral part of those institutions. People 
demand, and properly demand. some medium 
through which they can guarantee them- 
selves and their families against the horrors 
of poverty and want. If that demand is not 
met by the existing scheme of things, the 
existing scheme of things fails. The only 
alternative to the American scheme of things 
is state socialism. There is no place for pri- 
vate life insurance in Soviet Russia. Life 
insurance is, in my opinion, the first article 
in America’s answer to communism. 

I wonder if we realize what a tremendous 
change has come about in the attitude of the 
American people toward life insurance in 
the past twenty years and in the place which 
the institution of life insurance holds in the 
life of America. The late Simon Nelson Pat- 
ten of the University of Pennsylvania sensed 
what was happening about the middle of this 
twenty year period, when he said “America 
is ceasing to be a nation of savers and be- 
coming a nation of life insurers.” 

Nothing, it seems to me, brings home more 
clearly the tremendously increasing part 
which life insurance is playing than the sim- 
ple fact that in 1980 we wrote more new 
business than the entire volume which was 
in force in this country at the end of 1910. 
It seems to me this has a broader signifi- 
cance than the mere growth of a great busi- 


hess. 


National and International Significance 
Probably the most marked change of the 


last two decades has been the submerging 
of the individual and the growth of combina- 


tions. This was probably an inevitable con- 
sequence of the development in transporta- 
tion, communication and many other things 
in our daily: lives. Twenty years ago we 
were largely a nation of individualists. We 
were small shopkeepers and manufacturers. 
While there were, of course, many big fac- 
tories and large businesses, yet still the typi- 
cal American owned his own _ business, 
whether it be a small manufacturing plant, 
a store or some other type of business. Into 
that business he put a large part of his 
savings. From that business he looked for 
a large part of the security for himself in 
his old age and for his family after his 
death. 

Prior to twenty years ago, the great con- 
centration of population in the cities had 
not taken place. The typical American owned 
and lived in his own home. Nothing like as 
large a proportion was concentrated in the 
cities or lived in apartments. Into that 
home which he owned, he put more of his 
savings and again this formed an integral 
part of his scheme for economic security for 
himself and his family. 

Gradually, but surely, all that has changed 
and is changing. The small manufacturing 
plant is obsolete or has become a part of a 
great manufacturing corporation. The small 
merchant is probably the manager of a store 
in a chain numbering its stores in thou- 
sands. A tremendous proportion of our popu- 
lation now lives in rented apartments in- 
stead of homes which they own. With mil- 
lions of our citizens those things which had 
formed the backbone of his plan for future 
economic security for himself and for his 
family have disappeared as a result of these 
changes—and yet the demand for this se- 
curity is just as real and is probably more 
keenly felt. 
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Translating Savings into Economic Security 

If our present scheme of things were to 
continue. a substitute had to be found to 
furnish that economic security. That substi- 
tution has been the institution of life insur- 
ance. Life insurance has stepped forward 
and furnished a safe place in this altered 
situation for the individual to put his sav- 
ings and to provide that economic security. 
At the same time the great projects which 
were a part of our modern life—the build- 
ing of railroads, the construction of great 
apartment houses and office buildings—had 
to be financed. Here again it was the insti- 
tution of life insurance that stepped forward 
and took the savings of the average man, 
combined them, surrounded them with safe- 
guards and furnished the funds to finance 
a large part of these great projects. In other 
words American life insurance has been the 
medium through which the savings of the 
average individual have been translated into 
economic security for himself and his family, 
and into the development of the nation and 
its business. 

oo & 

Because of the omission of a personal pro- 
noun in a will Surrogate Wingate of Brook- 
lyn, ruled that executors of the estate must 
buy in the open market designated securities 
which the testator had sold before his death. 
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DERIVATION OF “SURROGATE” AND 
“ORPHANS’ COURTS” 


It is quite likely that many trust officers 
and fiduciaries as well as lawyers, who fre- 
quently come in contact with the Surrogate 
courts in New York and the Orphans’ courts 
in other state jurisdiction, are not familiar 
with the origin of the titles “Surrogate” and 
“Orphans” applied in lieu of probate court. 
The terms date back to the days when eccle- 
siastical authority was still supreme in mat- 
ters relating to wills and estates. It was not 
until January, 1858S, however, that the Brit- 
ish Parliament abolished all such ecclesiasti- 
cal jurisdiction and vested authority over 
wills and estates to be thereafter in the 
crown and to be exercised in and through 
the Court of Probate. 

After the American revolution the states 
generally maintained the common law of 
England, except that ecclesiastical authority 
in matters relating to wills was not recog- 
nized. Instead, this authority was given to 
special courts, denominated Probate Courts 
in some states, Orphans’ Courts as in Penn- 
sylyvania and Maryland and _ Surrogates’ 
Court in New York. The word “surrogate” 
is reminiscent of old church jurisdiction and 
at one time having denoted the deputy of 
a bishop. 


ARTISTIC PORTALS LEADING TO MAIN BANKING ROOM IN THE NEW HOME OF THE FIDELITY- PHILA- 
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(Iiprror’s Note: 


TRUE ECONOMY AND OPERATING EFFICIENCY IN 
TRUST ADMINISTRATION 


CARDINAL PRECEPTS: CONSERVATION OF CLIENTS’ PROPERTY AND 
DIVIDENDS FOR STOCKHOLDERS 


FRANK W. BLAIR 
Chairman of the Board, Union Guardian Trust Company, Detroit, Mich. 


Unvarnished truth may hurt but 
Vr. Blair, in his admirable paper at the recent Mid-Winter Trust Conference in New 





very often it is the best physic. 


York. frankly unfolds some of the administrative and operating problems in trust work 


which must be squarely met. 


While holding to the primary function of conservation of 


clients’ property he regards as equally important the pursuit of those policies of efficiency 
in matters of internal operation, personnel and expense which command the respect and 


con fide nee 


T will be generally conceded that the pri- 
inary function of a trust company is that 
of conservation of property. To my mind 

there are few professions which are more 
intimately linked with the lives and the wel- 
fare of humans than this profession of ours. 
To few classes is given the responsibility of 
caring for the goods, and perhaps the lives, 
of others. It is a responsibility which we all 
know, which we understand, which we re- 
spect and which makes our profession a truly 
noble one. But if I put into words the un- 
derlying thought and say that our primary 
duty is to conserve the property committed 
to our care, to satisfy myself I must go fur- 
ther and add what seems to be just as essen- 
tial a part of the definition. 

I sometimes think that we have such a 
number of things to accomplish in any trust 
company. that we render or attempt to ren- 
der so many services and strike out at so 
many human and financial angles, that we 
are in danger of becoming confused about 
the essential reasons for our existence. Con- 
servation of property we concede; but that 
is not all embracing, nor, to my mind, suffi- 
ciently extensive as a fundamental. Perhaps 
if we were endowed and operated as non- 
profit corporations it would be adequate, but 
considering our corporate structure, we must 
add to the phrase “conservation of property” 
the words ‘dividends for stockholders.” That 
is the definition I want to submit. 


The best banks are those which never for- 
get the cardinal principles; first, to safe- 
guard the depositors’ money, second, to earn 
dividends for their stockholders, and by sub- 
stituting for “care of the depositor’s money” 
the phrase “conservation of clients’ prop- 


of all those whom the trust company serves.) 


erty,’ we can go hand in hand with that defi- 
nition. Sometimes, many times, the best 
way to do a thing is the easiest way; most 
times the best way to accomplish a task is 
the simplest way, and if we, of the trust 
companies, can forget for a moment the 
complexities of our daily tasks and remember 
that we have but two things to keep in mind, 
conservation of property and earning of 





FRANK W. BLAIR 
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dividends, we will, I think, have accom- 
plished a great deal toward our development 
and that of our profession. 


The Necessity of Profits 

Is there anything inconsistent in the terms 
of this definition? May we honestly and 
ethically couple with the essential conserva- 
tion of property the necessity of profits? Does 
the apparently selfish determination to make 
money for ourselves lessen the high purpose 
of conservation? Are we in any way less 
worthy of public respect, public confidence 
and public esteem if we admit to the public 
that with the duty of guarding well its prop- 
erty goes hand in hand the equal duty of 
earning dividends for our stockholders? I 
ean see no inconsistency, no clash of inter- 
ests, no incongruity between the two. In 
principle, in fact, and in practice the better 
able we are to earn dividends the better 
qualified we are to conserve the property 
of others. We cannot justify our status 4s 
men able to advise on problems of finance 
and of business operation unless in the finan- 
cing and operation of our own affairs we 
hive shown a degree of ability commensurate 
with the respect we ask. 

We hold ourselves out in both our bank- 
ing and our trust aspects as more than com- 
petent business advisers. By advertising and 
by word of mouth we spread the propaganda 
that there are gathered into our organiza- 
tions specialists in almost every field. We 
ask the people of this country to give us their 
-arnings, to turn over to us control of their 
properties, to submit to our judgment and 
our good discretion the future of all their 
affairs. 

I am not attempting to show the necessity 
of emphasis upon operating economies from 
our own point of view. I am not touching 
upon the degree to which we must study our 
own affairs in order that we may be more 
than moderately successful. I am merely try- 
ing to bring out what seems to me the very 
essential point that we cannot expect sane, 
sober, hard headed, successful men to pay 
any attention to our constant requests for 
business if we cannot show them that we are 
successful. 


Prerequisites to Gaining Public Confidence 

We can spend years of time and hundreds 
of thousands of dollars in money in attempt- 
ing to convince people that they should let 


us manage their affairs. We can with mo- 
notonous repetition insist that our organiza- 
tions are able to handle almost any given 
business problem as well and sometimes per- 
haps better than the owner of the business 
himself. We can develop whole regiments 


TRUST COMPANIES 


of very able, very thoughtful and very per- 
suasive young men who will go out to tell 
the public how good we are. I cannot, how- 
ever, escape the alarming thought that if 
viewed on our own record we are not shown 
competent or able to earn a fair return on 
our own investment, we cannot, with any 
degree of common sense, expect public con- 
fidence to be reposed in us. 

Let me point out what seems to me just 
one example of what I mean. It is not, 
perhaps, as apt as it might be because it 
elects to dwell upon our activities as bankers 
rather than as bona fide fiduciaries, but I 
think is sufficiently vivid to be of some value. 


Combination of Banking and Industrial Brains 
If there is one achievement of which we, 
as bankers of this country, are genuinely 
proud it is the development of industry. In 
our generation American business has devel- 
oped beyond all bounds of the imagination 
of a generation ago. Diversification of prod- 
uct, ingenuity of production, volume of items, 
all have come within the seope of your life- 
time and mine and the phenomenon aston- 
ishes even us who have grown up with it. 
If we study our utterances for the last 
three decades we will hear more and more 
the tone of interest, of control and of pride 
in the part that we are playing. We will ob- 
serve more and more how our services have 
become interwoven with the services of in- 
dustry. We will observe most clearly the 
very definite trend toward the combination 
of banking brains and industrial brains. We 
will observe the more frequent appearance 
of bankers, first casually as directors, then 
as inactive officers, and, in many instances, 
as genuinely important and active executives 
in the lists of the official personnel of the 
great factories of America. We will hear 
that, to no small extent, wise economic coun- 
sel, sober credit advice, optimistic encour- 
agement tempered with financial wisdom, 
have been our gifts to the industrialist. When 
we stand off to view as greatly our own ac- 
complishment the intricate and marvelous 
functioning of the American industrial ma- 
chine we will begin to comprehend what a 
tremendous and genuine pride we haye. 
Nowhere, we will tell you, can you find 
such organization; nowhere has the science 
or the study of the industrial arts reached 
such a high degree. Nowhere, you will hear, 
has there been such efficiency of labor with- 
out loss, of profitable production, as there 
has been in the ranks of industry with our 
wise guidance. If, for the sake of argument, 
we forget that these statements are our own 
and view merely the growth of this machine, 





ANOTHER year is added to our record 
of no loss to investors. 

This record is based primarily upon the 
Safety Limits, incorporated in the By- 
Laws of this Company, which protect 
our investors. 

In addition, our entire Capital and 
Surplus — now $22,000,000 — absolutely 
guarantees full payment of principal and 
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interest. Our Outstanding Mortgages 
never exceed twenty times our Guar- 
antee Funds—a ratio proven sound by 
200 years of European mortgage experi- 
ence. 

When you have money for investment, 
in any amount from $100 to $100,000 or 
more, we shall be glad to submit current 
offerings. Send for our booklet—207. 
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we must concede the marvels of its develop- 
ment; we must concede that never in all time 
has a nation geared itself to the production 
of so many things with so little effort; that 
never has the unit cost of production been 
reduced to such a low degree in relation to 
the ultimate price to the consumer. 


Need for Self-Analysis 

It is indeed a matter for self-congratula- 
tion if we have been such a moving factor in 
the building up of industrial organizations, 
if we have been the source of thought that 
has resulted in the present industrial scheme, 
and, if we have been at least the foster par- 
ents of the American industrial system, we 
may well look with honest pride on the off- 
spring of our brain. But I sometimes fear 
that someone, neither industrialist nor 
banker, listening to our laudatory statements 
about the part we have played in American 
industrialism might be moved at least to 
smile and wonder if there could be such 
whole-hearted, genuine truth in the allega- 
tions we make about the part we play in 
industry; to wonder if, in spite of all our 
protestations of ability and skill and wisdom, 
it might be possible that we are not always 
the masters of efficiency we think ourselves 
to be. 


Branch Offices: Brooklyn, Jamaica, Mount Vernon 





We take credit in large part for the de- 
velopment of the world’s greatest and per- 
haps most efficient industrial machine, but 
have we, as a matter of principle and policy 
and logic and common sense, applied an equal 
degree of analysis of industrial efficiency to 
our own affairs? I cannot escape the con- 
clusion that we have for some time past been 
much more interested in giving advice to 
others than in giving thought to ourselves, 
that we have been much more assiduous in 
developing policies tending to show our abil- 
ity to handle any given problem of others 
than we have been in analyzing our own 
problems and attempting to answer them. 

If we had over the last thirty years given 
the careful self-analysis, study and advice 
to ourselves that we have given to most of 
our clients we would not hear the constant 
inference that there is less and less profit in 
our business. No banker would allow a 
manufacturer, who, in addition to his pri- 
mary output, was developing a line of ac- 
cessories or who was servicing the original 
items, to deceive himself as to whether or 
not profits, if profits there were, arose from 
the business itself or from a collateral line. 
No banker with any degree of wisdom would 
have permitted an industrial client to con- 
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tinue developing business or rendering serv- 
ice under the guise of policy when that serv- 
ice for that business was non-profitable and 
non-essential to the development of the basic 
industry. 

It is sometimes difficult for me, when I 
study the figures, to believe that we can 
have permitted unnecessary additions to the 
sound structure of our business and still at 
the same time feel ourselves competent to 
advise the industrialist if he wants the bene- 
fit of our financial service. It is almost be- 
yond comprehension that there could go hand 
in hand with the great development of in- 
dustrial efficiency such a slight development 
of banking efficiency as apparently has been 
our lot in the past few years. Unless we 
constantly reiterate the necessity of sound 
business practice in our own companies, un- 
less we flatly refuse to be led into unwise 
and foolish expenditures which do not tend 
to guide us down the straight and narrow 
path of proper operations, we cannot under 
any circumstances expect to gain increased 
public confidence nor to hope that we can be 
the best repository of public trust. 


Building for Operating Efficiency in Trust 
Work 

So much for the public aspect of operating 
efficiency. If what I have said has a pessi- 
mistic note, bear in mind that the surest way 
to failure is to consider ourselves immune 
from failure, and that one of the best rea- 
sons for honest criticism is a belief that we 
are exempt from or above such criticism. If 
what I have said has a pessimistic note, bear 
in mind that I firmly believe the develop- 
ment of our trust companies in the last gen- 
eration is but an indication of the growth 
we must expect in the years to come, and 
that we must not deceive ourselves as to 
our ability to handle safely and profitably 
that future work. If what I have said has 
a pessimistic note, bear in mind I sound 
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$19,000,000.00 


JOHN B. LARNER 
President 


that note not as a pessimist but as a 
firmed optimist prophesying tremendous 
growth and tremendous developments: only 
urging that we do not blind ourselves to our 
faults and thereby hamper ourselves in our 
ability to serve the public and our stock- 
holders. 


con- 


We must earn dividends to justify our 
existence; but we must learn to increase our 
earnings with the same amount of expended 
work, or better still, to increase those earn- 
ings with a lessened amount of labor, thereby 
not only building for the present but for that 
future expansion which will come upon us 
and demand a trained, efficient, saving or- 
ganization. You know as well as I the losses 
that can accrue to a department or to a 
company when it finds itself confronted with 
the necessity of handling a volume of busi- 
ness for which it has been illy prepared. You 
know the repetition of work, the duplication 
of effort, the loss of time, the slow develop- 
ment of constructive policies, perhaps even 
the disbursements that must be made because 
of errors. 


Internal Problem of Trust Management 

Important as the publie aspect of operating 
etliciency may be, both bearing on the public 
reaction toward trust companies and our 
consideration of our own ability, it is not 
more important than the necessity of efli- 
ciency from the internal point of view. I do 
not think any purpose will be served if I 
attempt to give specific instances of operating 
economies or efficiencies; these are matters 
which each of you in your individual com- 
pany can best answer for yourselves: wheth- 
er the economies be those of personnel, of 
actual operation or of unnecessary expense, 
they are economies on which you must make 
your own study. If you find that you are 
falling into a somewhat common error and 
feel that it is essential to have a large and 
an imposing staff to satisfy the dignity of a 
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department, remember that while dignity has 
its place in every trust company it need not 
be represented by unnecessary clerks or su- 
perfluous officers merely that a department 
or a company may be numerically superior 
to its contemporaries or its competitors. 

Size of itself means nothing. A few men 
knowing their business and really working 
will soon give all of the company’s clientele 
the impression of competency, of ability, of 
integrity, and that is the sum total of dig- 
nity that should be acquired by numbers. 
Conversely, the spectacle of idle officers or 
clerks or the very sorry sight of the self- 
styled executive disinclined to do anything 
that can possibly be done by someone else 
must create a most unfavorable reaction in 
the minds of all who observe them. That is 
a thought for personnel. In operations the 
same simplicity should be sought. 

I go back to the statement I made a little 
while ago, that often the best way to do a 
thing is the easiest way and that very often 
the best way is the simplest way, and urge 
that for your own good you do not become 
so involved in office organization, internal 
system, methods of checking and control that 
the organization, the systems, and the meth- 
ods will bog down your company with their 
own weight and defeat their purpose. Re- 
member our definition “conserving the cli- 
ent’s property.” Use such care as will make 
safe and sure that conservation; beyond that 
point most expenditures are waste, most 
are unnecessary, and beyond that point to 
carry out the other part of the definition and 
earn the dividends is made more difficult. 


Scrutiny of Expense Items 

As with personnel and operations so with 
expense. Each one of us is better qualified 
than any other to study his own expenses 
and see where money is needlessly spent, 
whether for unwise programs of expansion 
or for unnecessary advertising, whether for 
contributions or for various programs of a 


« 


quasi civic nature, all of 
some potential good but 
analyzed, cannot show a proper return on 
the investment. Even such office items as 
equipment, furniture, stationery, can be made 
a source of extravagance or a source of 
saving. 

I am not teaching the doctrine of self- 
imposed poverty solely for the sake of profits, 
but I am trying to tell you that in any or- 
ganization, large or small, there is always 
potentially a tremendous amount of unwise 
and unnecessary spending which can be out- 
wardly justified by anyone sufficiently artful 
in the use of rhetoric or anyone sufficiently 
persuasive as a salesman. What we need as 
much as anything in any trust company or- 
ganization is not the attitude of the miser 
but the genuine belief in thrift. We must 
make our people understand that merely be- 
cause the organization is large in size and 
shows in its footings millions of dollars it 
does not necessarily follow that it must 
adopt a lavish or unduly liberal attitude in 
spending its money. 


which 
which. 


have 
honestly 


may 


I think that most of us who have spent 
many years in our profession have gained, 
perhaps through sad experience, a very defi- 
nite knowledge of the value of a dollar and 
I submit that it is just as much our duty to 
pass on to those studying under us an un- 
derstanding of genuine economy, true saving 
and real thrift as it is to teach them the 
technical requirements of the administration 
of a trust company. The latter can be learned 
mechanically, the first only from example 
and from the oft-repeated stories of experi- 
ence. 


Following the Parallel of the Manufacturer 
3ut whether we view our problems from 
the public or a private point of view, we can- 
not too often repeat and keep clearly in our 
minds our fundamental reason for existence. 
The primary duty of a trust company is to 
conserve its client’s property and to earn 
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dividends for its stockholders. The defini- 
tion is simple; the application is simple, and 
we must not attempt to deceive ourselves 
with an undue sense of mystery or impor- 
tance about our own affairs. 


Follow simply the parallel of the manu- 
facturer. We have as raw material a given 
amount of capital and surplus and undivided 
profits and the income from our business; 
from these materials we are to make profits 
for our stockholders with the sole restriction 
that the profits must be made in such a way 
so that the properties from whose operation 
we derive fees are not impaired or jeop- 
ardized. We have the machinery and raw 
materials of our capital structure and our 
income with which to produce our finished 
product, the profits. We must make the same 
study of our internal affairs as the manu- 
facturer makes of his. We must give the 
same careful consideration to efficiency as 
does the industrialist. We must search as 
alertly for simpler, easier, cheaper ways to 
do the work without lessening our efficiency 
or the quality of the output as does the fac- 
tory manager. We must under no circum- 
stances allow ourselves to be led astray by 
a desire for sheer size, for unique services or 
for spectacular achievements. 


Selling a Product for Less Than Cost 

It would, for instance, be very pleasant 
for all automobile purchasers, if the manu- 
facturer were to equip his car, regardless of 
cost, with all of the newest and most im- 
portant and most satisfying mechanical de- 
velopments of the industry; if he were to use 
none but the costliest materials, the most 
luxurious upholsteries and the most expen- 
sive equipment. But would we for one mo- 
ment, even in a jocular fashion, consider of- 
fering assistance to a manufacturer who 
proposed to sell such a product to the public 
at the cost of the ordinary car? We would 
take him by the hand, lead him to our pri- 
vate office and with the greatest degree of 
simplicity point out that while there would 
be no doubt of the generous public reception 
such a car would receive, he must be pre- 
pared to have almost unlimited capital and 
to be ready, in effect, to donate to every 
purchaser a most substantial portion of the 
cost of the product if he expected to continue 
in business. 

We would not only question his business 
wisdom, we would seriously depreciate his 
sound business sense. We would tell him in 
substance that he could not sell a product 
for less than cost and continue to remain in 
business, and if he refused to accept our 
advice we would wash our hands of him 
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and watch him go on his way to eventual 
business destruction, the speed of his disso- 
lution depending entirely upon the size of 
his pocketbook. 


Studying Costs of Operation 

But are we free from the same general 
criticism we would visit upon such a man? 
How often do we attempt to study our costs 
of operation? How many of us ean tell 
which departments are showing a real profit 
and which are operating at a loss? There 
are, I believe, because of the nature of trust 
company business, certain departments or 
units essential to efficient operation which 
are non-productive and whose costs must 
be absorbed by what we might term, for lack 
of a better phrase, administrative divisions. 
sut we must be careful that these non-pro- 
ductive departments, which are very often 
those most in the public eye, do not, because 
of their outward necessity or attractiveness, 
become so over-developed or overgrown as to 
require too great a proportion of the com- 
pany’s earnings, and we must with equal 
sare study not only the mechanical but the 
human operation of the departments which 
should show a profit to be sure that we are 
not, either for the sake of attaining volume 
of business or through sheer ostentation, al- 
lowing a degree of expense or extravagance 
which will surely kill the growth of profits. 

You have all heard seriously submitted the 
development of policies designed to bring in 
a tremendous volume of business without 
seriously considering the degree of profit in 
that business. You have all studied every 
scheme of contest and gift and reward and 
prize and premium designed to convince 
yourselves or your immediate public that 
you were the biggest and inferentially the 
most substantial trust company in your area. 
You have all discussed trust companies which 
you thought were over-personneled or over- 
officered. You can, each of you from your 
own experience, point out an instance of 
every subject I have indicated to you and 
prove the point to yourselves with far more 
emphasis than I can ever attain. 


The True Formula 

We are in business to conserve our cli- 
ents’ property and to make money for our 
stockholders. That is the formula. ‘There 
need be no extension of it for the sake of 
rhetoric; there can be no lessening of it for 
the sake of dollars. We are passing through 
an era in which size is sometimes confused 
with strength; a period in which sometimes 
it seems that the financial institution that 


(Cont:nued on page 452) 
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THE PHILOSOPHY AND FUNDAMENTALS OF TRUST 
ADVERTISING 


HOW DOES TRUST PUBLICITY PAY? 


FRANCIS H. SISSON 
Vice-president, Guaranty Trust Company of New York 


(Eprror’s Note: As one of the foremost and experienced authorities on the values and 





technique of trust advertising, Mr. Sisson’s paper at the Mid-Winter Trust Conference on 
“The Philosophy of Trust Advertising” may be commended to the serious attention of all 


those who are wrestling with the many subtleties of the subject. 


While tracing the great 


advance during the last fifteen years, Mr. Sisson also shows that unexplored fields still 
lie ahead which offer a challenge to talent, inspiration and competition of ideas in ren- 
dering the appeal of trust service more and more effective of results.) 


HE very assignment of this subject, 
the philosophy of trust advertising, 
seems to partake of the spirit of mod- 
ern enterprise. We are accustomed to think- 
ing of philosophical treatises as dealing with 
arts or sciences of some age or antiquity, but 
in complete defiance and disregard of such 
tradition we are called 
philosophy of an art 


upon to develop a 
that, at most, cannot 
claim a riper age than ten or fifteen years. 
It would be easier, in one sense, to write the 
philosophy of fiduciary service itself, for 
that would give us an opportunity to draw 
upon a century of history for comment. It 
is true, however, that the practitioners of 
trust advertising have had the background 
of experience in general advertising; were it 
not for this, trust advertising would have 
been of much slower development. 

In considering the growth of trust adver- 
tising, I do not suppose we should entirely 
forget the card announcements of twenty-five 
years or more ago. They did something 
toward publicizing trust service. Certainly 
they represented the only type of advertising 
for which an appropriation could have been 
obtained in those days. Today, however, we 
think of trust advertising as that broader 
type of publicity that had its inception a doz- 
en or fifteen years ago, based on the idea that 
trust service was a human service and that 
it could be advertised humanly by every le- 
gitimate method of modern advertising tech- 
nique, with great social and business benefit. 


What Brought About the Change 
In a way, the awakening of trust com- 
panies to the opportunities that lay before 
them through the use of publicity was an 
amazing phenomenon. For all of a hundred 
years, trust companies had been obtaining 


their fiduciary business through word of 
mouth advertising and recommendation on 
the part of their customers, officers and di- 
rectors and lawyers. Those business men 
who were entirely familiar with trust com- 
pany services made use of them. But the 
great mass of the public, including, let us not 
omit to say, many representative business 
men, were left uneducated as to the advan- 


tages of the trust company. There was a 
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diffidence about advertising. There was a 
big question as to the ethics of having a rep- 
resentative call and acquaint an individual 
with the services rendered. Up to fifteen 
years or so ago such methods were not seri- 
ously thought of or considered. 


Just what brought about the change it 
would be difficult to specify definitely, but I 
am inclined to think it began through ten- 
tative efforts on the part of the larger com- 
panies in the larger cities. With the ice 
once broken the prospect was more pleasing. 
Trust companies engaged men from the field 
of general advertising to undertake the de- 
velopment of trust advertising. A very im- 
portant factor was the liberal-minded atti- 
tude of the Trust Company Division of the 
American Bankers Association. The Divi- 
sion not only encouraged advertising in prin- 
ciple, but aided it practically in those early 
days through the dissemination of advertis- 
ing suggestions. Later it undertook and ear- 
ried through to completion a national cam- 
paign of advertising which attracted great 
amount of attention. The work of the Divi- 
sion since then and now, in the field of ren- 
dering advertising cooperation to its mem- 
bers has been very successful and requires 
no extended comment from me. 


The Need for an Understanding of Principles 

That trust advertising has been effective 
has been apparent to others as well as trust 
men. In an article in the January Harvard 
Business Review, the author says: ‘“Hun- 
dreds of thousands of dollars have been spent 
in an effort to induce men to preadminister 
their estates in an orderly way instead of 
leaving lump sums of money to be dumped 
indiscriminately into the laps of their heirs. 
Undoubtedly more time, effort and trained 
intelligence have been used for this purpose 
during the past five years than in all previ- 
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ous history. This campaign of education has 
not been in vain.” 

A very large share of the credit for this 
growth must go to the new business repre- 
sentative. Advertising alone could not ac- 
complish such results, but good advertising 
working in cooperation with a well organized 
new business department is an ideal combina- 
tion. 

With the record of the last few years as 
our background it may be that we can claim 
to have had sufficient practice in the art to 
attempt to set up at least a tentative philos- 
ophy of trust advertising. Following Web- 
ster’s definition we would have to build up 
“a body of general conceptions or principles, 
ordinarily with implication of their practical 
application.” To meet fully the requirements 
of such a definition would be a formidable 
task which I shall not undertake. I shall 
simply discuss a few general questions which 
I believe are in the minds of many of us. I 
am more impressed with the need for such 
a discussion because I have for many years 
participated in trust company gatherings, re- 
gional meetings and committee conferences, 
and it is my recollection that practical ques- 
tions have largely dominated. We seem to 
have had a minimum of time definitely to 
formulate the principles of a subject that 
is so important to the public and to our own 
interests. sut I think a consideration of 
some of these principles, if we can get a 
grasp of them, would not be amiss at this time. 


Selling a Service Through Education 

Trust advertising differs from most adver- 
tising in that the former is concerned with 
selling a service—not an article of merchan- 
dise—and furthermore a service with which 
the public has not been, in the past, gener- 
ally familiar. Trust service is not as well 
known as telephone service, for instance, 
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nor is it as easily explained. Even the very 
designation of the service—executor and 
trustee—has needed explanation for most 
people. Therefore the major problem of trust 
advertising has been one of education. 


Often the question has come up for dis- 
cussion whether, trust advertising being a 
matter primarily of education, it could not 
be done better collectively rather than 
through the individual efforts of the trust 
companies. Theoretically the collective cam- 
paign would seem to have a number of ad- 
vantages—practically and actually, individ- 
ual advertising is the only kind that trust 
companies will generally support. Efforts 
have often been made to launch cooperative 
campaigns of trust advertising in given cities, 
but with few exceptions they have lacked the 
support of the institutions, The national 
magazine campaign conducted by the Trust 
Company Division, although it continued for 
a longer period I believe than any similar 
campaign, eventually was discontinued. Un- 
doubtedly, however, it was an important in- 
fluence. Trust service is essentially a local 
service, and individual companies can obtain 
greater results for their expenditures when 
made in their own territories. 


Competitive Aspect of Trust Advertising 


While it is educative in character trust ad- 
vertising is nevertheless competitive. Ad- 
vertising in the trust field has taken the 
role that it has long held in the general field. 
The possibilities of advertising in the crea- 
tion of good will, the stabilizing of business, 
and the making of profits, have been demon- 
strated often enough in the past, and these 
possibilities are just as appealing to the trust 
company as to the industrial concern. Com- 
petition in our field will bring about a com- 
petition of ideas in advertising, an unceasing 
search for effective appeals, and a general 
keying up of our efforts. 

While trust advertising, however, has 
taken the course of general advertising in 
becoming competitive, we are entirely con- 
fident that it will escape and ban from its 
midst such practices of general advertising 
that tend to decrease confidence, not merely 
in the merit of the service or article sold, but 
in advertising itself. One of our greatest 
publishing companies, in the earlier days of 
advertising, when ethics were a minor topic 
of discussion, blazed a trail by establishing 
a rule that no piece of copy was acceptable 
that in any way reflected on another adver- 
tiser’s business or product. That rule be- 
came a standard that was generally accepted 
through the whole magazine field. No good 
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can come to trust advertising or trust service 
if a company, whether by outright statement 
or by subtle inference, attempts in its adver- 
tising to imply that the conduct of business 
by some other companies is in some degree 
less righteous than its own. A little adver- 
tising of a derogatory type can be more po- 
tent than a great deal of constructive adver- 
tising, but in the wrong direction. 


Appeal and Policy in Copy 

When we come to a discussion of the prin- 
ciples underlying appeal and policy in copy 
I feel full need of all the courage I can sum- 
mon. Here is a realm in which opinion is 
pitted against opinion. There are, however, 
certain considerations in connection with 
copy policy and appeal which experience and 
reflection lead me to believe have some im- 
portance. 


In the earlier stages of the modern period 
of trust advertising it seemed necessary to 
tell people that they should make wills to 
safeguard their families’ futures; they were 
told the elemental fact that without a will a 
man’s property passed according to the law 
of his state; they were told that it was an 
executor that settled wills and a trustee that 
administered trust funds; and they were told 
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that 


trust companies had been doing this 
work ever since the middle part of the last 
century and were exceptionally qualified for 
it by reason of experience, facilities and re- 
sponsibility. This was the simple concept of 
trust advertising fifteen years ago. 

Then we began to believe that the public 
had grown fully familiar with these funda- 
mentals, and we looked for new appeals. We 
began to stress the business advantages of 
trust company administration, the special fa- 
cilities, the high type of investment ability, 
the cooperation of boards of directors, ete. 
More recently, some companies have stressed 
the programming of estates and the econo- 
mies possible through the establishment of 
voluntary and testamentary trusts. Another 
angle strongly played up recently is that in 
view of changes in families and the value of 
assets, wills should be revised to fit existing 
circumstances; this is based on the premise 
that the great majority of men of substantial 
means have wills, but they are slow to bring 
them up to date. 


The Fundamental Appeal 


In our earnestness to find appeals that will 
go our competitors one better, I am some- 
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times of the feeling that we are losing sight 
of some of the fundamentals of trust service. 
In my opin*on, there is one message above 
all that we should constantly deliver to the 
public, and that concerns the fundamental 
advantages of the trust company in the ad- 
ministration of estates and trusts. 

The programming of an estate is an es- 
sential matter in connection with drafting 
the will or the trust deed. But it does not 
concern the appointment of the executor or 
trustee, which is something the maker of the 
will or trust must consider solely on its own 
merits. If he wants the type of service from 
his executor and trustee that the trust com- 
pany is distinctively qualified to render, he 
must appoint a trust company. Historically, 
the trust company was organized to supply 
the great need for continuous, expert and re- 


sponsible executorship and trusteeship, and 
there is no reason now for discarding this 


concept as an appeal, Let us seek new copy 
angles, let us vary our approach in the hope 
of increasing effectiveness, but long after we 
have tried and dropped various novelties in 
advertising emphasis, the fundamental ad- 
vantages inherent in the naming of a trust 
company as executor and trustee will still 
remain, and they will still constitute the ma- 
jor appeal to the public regardless of how 
we may dress them up, 


Advertising Should Properly Represent 

the Trust Company 

In striving for distinctive ideas in adver- 
tising, there is some danger, if we are not 
careful, of thinking that the advertising is 
greater than the trust company itself, and 
that the advertising should determine the 
policy, rather than that the advertising 
should interpret the ideals and express the 
policy of the institution. Every trust com- 
pany has an individuality of its own. It is 
made evident in the personality and calibre 
of its officers and directors, in the way it 
handles business, and in its history and 
growth. Now, advertising should not be used 
that does not properly reflect the personality 
of a given bank or trust company. The ad- 
vertising of Sears, Roebuck & Company is ad- 
mirably adapted to its purposes, but that is 
not to say that the same type of advertising 
would fit the requirements of a very con- 
servative trust company. 

You will see advertising of certain trust 
companies that somehow seems typical of 
the character of those companies. This is 
not a haphazard result. It comes from close 
study on the part of the advertising men 
working with these institutions and it is of 
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great value to their companies. Inevitably 
the advertising man must be influenced by 
the attitude of the bank’s officers toward va- 
rious types of advertising. And this is sound 
business. The advertising of the trust com- 
pany should be considered as an integral and 


harmonious part of the company’s activities. 


—not something set apart and distinct, not 
something in conflict with the ideas of the 
operating officers and the directers. Any 
other type of advertising tends to present 
the bank or trust company in something 
other than its real character, and this cannot 
be beneficial in the long run either to the 
customer or the bank. 

When we are tempted to adopt some radi- 
cally different style of copy or typographical 
presentation, let us take thought as to wheth- 
er this new style properly represents the in- 
stitution or not. I would not be misunder- 
stood in this connection, I would be the 
last one to say that we should not be con- 
stantly on the alert for new ideas, for only 
by such effort will we make progress. But 
there is ample room within the limits of 
sound policy and good judgment for all the 
creative ingenuity we can summon to our aid. 


The Importance of Continuity 

Under certain cirecumstanes a short cam- 
paign of advertising, designed to meet a par- 
ticular situation, is thoroughly justified. The 
selling of trust service, however, calls for 
long pull advertising methods. Not only does 
this imply continued advertising, but suffi- 
cient adherence to one style of typographic 
appearance and makeup for a_ sufficiently 
long period to create the impression of con- 
tinuity in the minds of the public. The need 
for trust service is continuous. Such de- 
crease in will and trust appointments as may 
be noted in such a year as that through 
which we have passed is due in large part, 
I believe. to the unsettled psychological state 
of some prospects, and with the stabilizing of 
conditions, appointments from these men will 
come through in due course. 

We cannot predict a rising curve of trust 
business for all time to come, but just as men 
are born and pass on there will be a sub- 
stantial flow of trust business, and we can 
look forward to a broadening rather than a 
narrowing market for our service. We do 
not have the complication here such as we 
have in commercial banking advertising in 
such a time as the present, when with money 
rates low it is difficult to attract deposits 
and when it is hard prope1ly to place lines 
of credit. In selling trust service, therefore, 
we are dealing with a service that is con- 
stantly in demand and that can be advertised 
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constantly in the conviction that we are do- 
ing well by our companies. 

Printers’ Ink thought the time opportune 
at the end of the year to ask some forty very 
prominent national advertisers the question, 
“What is the real value of continued adver- 
tising effort?’ 'The replies are printed in the 
December 25th issue of Printers’ Ink. They 
are not the statements of men whose interest 
in advertising might color their views, but 
the impartial opinions of executives whose 
responsibility it is to appraise advertising 
only on its results. The replies are a remark- 
able testimonial to the value of continuity in 
advertising. The president of one very prom- 
inent company said: “One of the essential 
principles of advertising is continuity. Money 
spent for advertising without consideration 
of this principle may well be wasted. Adver- 
tising should follow a given theme and be 
continuous. The pursuit of such a policy is 
bound to be effective.” Many of our large 
national advertisers have advertised for 
many years without a gap in their programs. 
The records in this respect of such companies 
as Victor, Colgate, Kodak, Johns-Manville, 
National Biscuit, Campbell and many others 
are well known. 
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There Is No Formula for Good Copy 

It would be highly profitable if we could 
all take with us from this meeting some defi- 
nite rule of thumb which would be an infal- 
lible guide to the production of good copy. 
I would consider myself highly indebted to 
the man who could build a philosophy of 
trust advertising that included such a for- 
mula. The quality of your advertising will 
depend on the quality of thinking of the men 
on whom you depend for its production. Oc- 
casionally, these men may get some very ef- 
fective idea from their associates in the bank, 
but it will not do to rely upon such assis- 
tance. By and large your advertising will 
depend upon the knowledge, inspiration and 
perspiration of the advertising men, and of 
the three virtues I will not say which is the 
greatest. 

Advertising is a particularly difficult art. 
The advertising man has no code of pro- 
cedure or body of statutes such as serve the 
lawyer. He cannot perfect a technique that 
is practically infallible in case after case, 
year in and out, as the surgeon can. One 
man may have greater genius in accomplish- 
ing results than another, but even the expert 
himself frequently cannot put his finger defi- 
nitely on the fundamental element in his ad- 
vertising that has made it successful, The 
seasoned advertising man will weigh each 
advertisement in the balance of sound judg- 
ment and common sense, and will endeavor 
to avoid being deflected from the path of 
good advertising by mere cleverness. 

The operating officers of the bank should 
not consider themselves altogether free from 
responsibility in this matter. Advertising is 
a major executive responsibility today in big 
business generally, and banking is no excep- 
tion to the rule. Advertising inadequately 
done means not merely insufficient return for 
the money expended, but it means valuable 
time lost. Therefore the bank executives 
should concern themselves with this problem 
and draw on their wide commercial and 
financial experience in contributing construc- 
tive criticism and new ideas. 


How Does Trust Advertising Pay? 

Putting aside what might be called the pro- 
fessional angles of trust advertising, let us 
consider the matter purely from the banker’s 
viewpoint. When an advertisement is sub- 
mitted to him for approval his inevitable 
question is, Will it pay us? What some bank- 
ers mean by that question differs from what 
others mean. To some bankers, nothing pays 
unless it guarantees a fixed rate of return. 
If we lay out $200 for advertising, a banker 
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might very naturally expect it to return the 
principal sum plus the current interest on 
prime paper. If advertising did exactly that, 
the banker would feel entirely satisfied with 
it. But trust advertising does not work that 
way; and as long as the banker expects it 
to work that way he will be somewhat at 
odds with advertising. If, on the other hand, 
he accepts advertising for what it is and 
what it can do, he will find it a definite aid 
in promoting business and holding business. 

The way that advertising works is to make 
people acquainted with what you have to of- 
fer, what it will do for them, and how it will 
benefit them. This is the first step in any 
kind of selling. In addition, advertising 
keeps this story constantly before the public, 
so that people will not forget and will be 
moved out of their inertia to action. Fur- 
thermore, it strengthens the confidence in 
your institution of those who have already 
named it in their wills or trusts. This foun- 
dation publicity is the primary function of 
advertising. 

There is convincing evidence that trust 
advertising alone can produce definite busi- 
ness, but it is when used as foundation pub- 
licity, to blaze the trail for new business rep- 
resentatives and support them in their ef- 
forts, that it is most effective. Advertising 
and solicitors could produce will and trust 
appointments without the aid of each other, 
but enterprising executive policy believes in 
putting them to work together. 

A question before many of us at this time 
is what change of policy, if any, should be 
made in view of present financial and busi- 
ness conditions. It is perfectly natural for 
us to give consideration to some degree of 
retrenchment, but it is dangerous to let re- 
duction in expenditure be such as to bring 
about a real gap in the continuity of the 
advertising. It is a common mistake for 
some advertisers to think that they can turn 
advertising on and off, like water from a 
faucet, and expect it to become immediately 
effective whenever they are prepared to re- 
sume operations. Advertising, as has been 
mentioned in the discussion on continuity, 
does not work that way. Temporary condi- 
tions should not influence us to make too se- 
rious inroads on the program of trust adver- 
tising, which can be wisely conceived only 
on a long term basis. 

Be fe 

The Midland Bank of Cleveland has is- 
sued the first number of “The Midland Sur- 
vey” which will appear monthly under the 
editorship of D. C. Elliott, economist of the 
bank. 
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GOING ABROAD ? 


THEN WHY SHOP AROUND FOR 
YOUR STEAMSHIP RESERVATIONS ? 


Your steamship ticket is your admission 
card to the boat that carries you to for- 
eign shores. Its reservation is your first 
requirement in preparing for your jour- 
ney and the earlier you make it, the more 
your stateroom will approximate your 
wishes. 


Many factors enter into the purchase of 
a steamship ticket—the line, ship, class, 
sailing date, speed, and, of course, the 
cost. Shopping around by the hazardous 
trial-and-error method is a waste of time 
and effort. 


At American Express offices experi- 
enced travel men are ready to plan for 
your comfort and reserve for you any 
ticket for any ship, and line—at standard 
prices. Reserving your steamship space 
in this travelwise way you can rest as- 
sured that the first part of your voyage 
will equal your expectations. 


Then, after your steamship ticket is an 


accomplished fact, your second thought 
is for your passport. The American Ex- 
press travel man who sold you your 
ticket will supply you with a passport 
application blank and aid you in procur- 
ing this admission booklet to foreign 
shores. He will also advise you how to 
apply for visas, if visas are required for 
the countries which you intend to visit. 

Purchasing your steamship ticket 
through the American Express Company, 
and, before leaving for your trip, insur- 
ing your travel funds by changing them 
into American LExpresss ‘Travelers 
Cheques, entitles you to the services of 
the Company’s world-wide travel or- 
ganization while you are en route—to the 
use of the Company’s foreign offices as 
your mail and cable addresses, and to the 
aid of the Company’s interpreters and 
travel men. 

These services are maintained to make 
your trip carefree, easy and enjoyable. 


AMERICAN EXPRESS COMPANY 


WORLD SERVICE 


American Express Company 
65 Broadway, New York 
70 East Randolph St., Chicago 


Please send me information on a trip to 
ee eT eee ee weeks. 


leaving about 
Name 


FOR TRAVELERS 


599 Market St. at Second, San Francisco 
603-608 Standard Bldg., Atlanta, Ga. 
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which attach to titles. 


bilities. The Peoples-Pittsburgh 


N the organization of personnel and the 

assignment of the various functions and 

responsibilities of a trust department, we 
have developed an effective working chart 
which has proven highly valuable. For the 
purposes of following my discussion of our 
plan, I shall direct attention to the accom- 
panying chart. 

Under the top horizontal line of the chart 
there will be noticed an outline of four divi- 
sions, namely—customers’ contacts division, 
fiscal division, new business division, and cor- 
porate trust division. At the bottom, under 
the horizontal line of the same length, office 
and records division. Practically every piece 
of work that is ground out by the modern 
trust department, be it a small operation or 
a very extensive one, I submit, will fall 
under one of the four divisional heads, name- 
ly, customers’ contacts division, fiscal divi- 
new business division, or office and 
records division. My chart contains a fifth 
division, called corporate trust division, but 
this is in the nature of a concession to the 
larger trust companies, in the metropolitan 
centers which have built up a large corporate 
trust business, and the common practice of 
dividing the entire trust department into two 
main divisions, the personal trust division 
and the corporate trust division. In the ma- 
jority of institutions the corporate trust di- 
vision could just as well be inserted as a 
third grouping under the customers’ contacts 
division in charge of an assistant trust offi- 
cer, with the same ranking as “living trusts” 
or “court or probate trusts.” 


sion, 


Business Is Handled 
To summarize, no matter what type of in- 
quiry or piece of business it may be, it will 


CHARTING THE FUNCTIONS AND ASSIGNMENT OF PER- 
SONNEL IN THE TRUST DEPARTMENT 


A SUCCESSFUL PLAN WHICH CLEARLY DEFINES RESPONSIBILITIES 
AND DUTIES 


GWILYM A. PRICE 
Vice-president, Peoples-Pittsburgh Trust Company, Pittsburgh, Pa. 


(Epitor’s Note: Smooth operation of the trust department is often obstructed when 
there exists no working chart or clear definition of duties as well as the responsibilities 
This results in wasteful duplication and confusion as to responsi- 
Trust Company has solved this problem by means of 
a working chart which fixes both authority and duties. 
the following paper presented at the recent Mid-Winter Trust Conference.) 



































Mr. Price describes the plan in 









be handled in one of the following ways. If 
it is a new estate, a new living trust, or a 
new court or probate trust, or a new cor- 
porate trust—and I use the word “new” here 
in the sense of an actual piece of business 
about to go on the books of the company as 
distinguished from a mere prospective piece 
to be closed by the new business men—the 
will be turned over to the chief 
trust officer or one of his assistants who will 
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make the first contacts for the trust company, 
and retain, throughout the life of the trust, 
in himself or his successor, most of the di- 
rect personal relationships with the custo- 
mer. Happy is the institution which has the 
right kind of men as its trust officers—kindly, 
considerate, tactful, calm under the most 
difficult conditions, and possessed of fine ex- 
ecutive ability to keep their work moving 
along under the most trying circumstances. 

Many of the routine inquiries concerning 
the size of the trust estate, amount of yearly 
income, amount of bonds originally issued or 
presently outstanding, and numerous other 
similar questions, can be answered directly 
by the chief clerk in charge of the office and 
records division. This individual should be 
able to use initiative and relieve the trust 
officers of the necessity of answering many 
communications which should never reach 
their desks, but do, because the chief clerk 
is either incompetent or too lazy to spend a 
little of his own gray matter. 


Fiscal and New Business Divisions 
The fiscal division is probably the most 
important of all, because so much in the way 
of good will and satisfaction depends on its 
efficient and smooth operation. Customers 
ean forgive a delay of a week or ten days 


best trust solicitor. 


in the mailing of a remittance or an impor- 
tant statement, but they will not—they can- 
not—forgive the wiping out of a block of 
bonds through careless handling or supervi- 
sion involving merely the failure to analyze 
and anticipate the trend of the times. Today 
this is the outstanding problem of trust com. 
pany administration, and courts of law, and 
customers, are alike demanding an increased 
watchfulness, and a narrowing, if not a com- 
plete elimination, of the line of distinction 
between trust companies as painted by our 
advertising departments and the trust com- 
pany of actual operations. The trust com- 
panies which most nearly whip this problem 
will be laying up for themselves added pres- 
tige and greatly increased trust funds, in the 
matter of a comparatively few years. 

The new business division is undoubtedly 
the source of obtaining leads. The methods 
of handling them, the type of solicitors to be 
employed, and similar problems have beep 
fully settled. I might relate, however, a lit- 
tle gentle raillery I overheard the other day 
between our leading bond salesman and our 
The trust solicitor had 
evidently just taxed the bond salesman with 
the unwisdom of sticking in such a poor busi- 
ness as the bond business has been the last 
year or more, and suggested that he go into 
the insurance business. The bond salesman 
retorted very quickly that he had considered 
that possibility and if he made any change 
he would much prefer the insurance busi- 
ness to the job of securing imaginary wills 
and insurance trust agreements. 


Titles and Duties of Officers 


I am sure that I am not informing you 
of anything new or startling when I say that 
the vice-president should be in charge of the 
entire trust department and should be the 
one man in it who at all times refuses to 
allow himself to be involved in detail. I 
would far rather see, as the head of the 
department, a man who is perhaps a little 
too free in passing over problems to subordi- 
nates, than the one who insists upon actu- 
ally taking in hand and carrying through to 
a conclusion some of the more important 
estates. In other words, this man should 
be an important figure in his community, 
not a mere “work horse” of the trust depart- 
ment, responsible for the making of the more 
important executive decisions, and respon- 
sible only for the prompt and efficient ad- 
ministration of particular estates through 
his subordinates. 

To keep in close touch with the work of 


his subordinates and at the same time keep 
himself free from innumerable details re- 
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quires a real diplomat who can give the more 
important customers of the trust depart- 
ment the impression that he is completely 
in touch with the problems of each of their 
trusts or estates, and at the same time actu- 
ally permit such trusts and estates to be 
managed largely by his subordinates. A well 
functioning fiscal division will help in en- 
abling him to do this. Occasionally you will 
find the head of a trust department who 
would feel himself deprived of one of the 
most pleasant phases of trust work if he 
divorced himself entirely from the actual set- 
tlement or administration of estates. If the 
head of the department insists upon perform- 
ing duties which strictly belong to the senior 
trust officer or to one of the assistant trust 
officers, then he should be prepared to re- 
linquish some of the executive duties lodged 
in him to the senior trust officer who should 
then be recognized suitably by a different 
title, such as vice-president and trust officer, 
or second vice-president and trust officer. 
Generally, however, I think the whole depart- 
ment works out better if the title of vice- 
president is confined to the chief executive 
officer, the title of trust officer to the senior 
trust officer, and the title of assistant trust 
officer to each of the subordinate or junior 
trust officers, each of whom performs only 
the duties assigned to him in the chart. 
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Close Cooperation Between Trust and 
Advertising Departments 

There should be a very close and active 
cooperation between the trust department as 
a whole and the advertising department. The 
duty of maintaining this liaison should rest 
on the vice-president in charge of the trust 
department. If he lets himself become im- 
mersed in innumerable details someone else 
in his department will have to do it, or else 
an important task will be left undone. Fur- 
thermore, it is really an executive duty. I 
do not mean that he should write the ads, 
but he should give the advertising man all 
of the assistance he requires. 

The senior trust officer shown on the chart 
under customers’ contacts division should of 
course be assisted by a trust clerk or aide. 
Stenographers are not shown on the chart. 
The senior trust officer, of course, would 
administer the most important estates, even 
those where the parties show a disposition 
to deal only with the vice-president, if he 
keeps the vice-president in very close touch 
with each large estate during the first month 
or two. By that time the customers, no mat- 
ter how important they are, or think they 
are, will have become used to dealing with 
him, in most matters at least, and he can 
take on his own shoulders the full responsi- 
bility for satisfactory and friendly contacts. 
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The assistant trust officers will handle the 
less important estates and many details in 
connection with the more important ones 
which the senior trust officer does not desire 
to pass over to his trust clerk or aide. 

Frequently we find in the larger trust com- 
panies the secretary of the company devoting 
practically all his time to the trust end, and 
very little time to the banking department. 
Generally the treasurer devotes all of his 
time to the banking department of the trust 
company, just as does the cashier in a na- 
tional bank. If this is not so, one or more 
assistant secretaries are assigned to work 
with the trust department. Generally they 
do not need to be lawyers, although legal 
training is frequently very helpful. 

I have already stated that in my opinion 
the fiscal division is as important as any 
of the four—customers’ contacts, fiscal, new 
business and office and records. I have also 
indicated a preference to have this division 
in charge of the secretary of the company, 
or an assistant secretary. Many companies. 
however, give the head of this division the 
title of “investment trust officer.” 


Set-up of Trust Investment Committee 

We believe the best set-up for a trust in- 
vestment committee is to have the vice-presi- 
dent in charge of trusts act as chairman, the 
secretary, or assistant secretary in charge 
of the fiscal division to act as secretary, with 
the chief trust officer and possibly one or 
two of the assistant trust officers dealing 
with personal trusts also as members. The 
other members of our committee comprise, 
four bankers, the president of our company 
and the chairman of our executive committee, 
the chairman and vice-chairman of the board 
of the First National Bank at Pittsburgh— 
a closely associated institution—an indus- 
trialist who is also chairman of our board, 
the president of one of the large steel cor- 
poration units in our district, another steel 
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executive, the president of one of our larger 
local fire insurance companies, and the presi- 
dent of one of our local so-called Standard 
Oil subsidiaries. 


Work of the Fiscal Division 

Now as to the work which the fiscal di- 
vision does. It should maintain a complete 
analysis service, competently manned and 
operated, also complete investment records 
of the trust department for use in analyzing. 
The tax department, embracing federal in- 
come tax work, personal property taxes, in- 
heritance taxes and other similar problems 
should be under this division. 

We do not believe that first mortgages 
have proven so popular as trust investments 
throughout the entire country 
in Pennsylvania. A large percentage of our 
entire trust funds are so invested in mort- 
gages. The supervision of this vests 
properly in the fiscal division. 
in charge of the mortgage department also 
handles mortgages for the institution itself, 
in some instances. In this case part of his 
work will come under the banking depart- 
ment. But in most institutions the great 
bulk of it will fall under the fiscal division 
of the trust department. The same is true 
of the real estate management department. 
I dislike to call these units “departments,” 
because only in those institutions which are 
over-departmentalized are they really treated 
as separate departments, although the per- 
sons in charge of the respective units may 
frequently be dignified by the title of assist- 
ant secretary. 

The corporate trust division, as I stated 
before, is only dignified by a separate list- 
ing as one of the major divisions of the de- 
partment because it is generally regarded as 
so important in many of the larger trust 
companies in metropolitan centers. Notwith- 
standing the fact that so many such divisions 
are in charge of a separate vice-president 
who devotes practically all of his time to this 
division, I am showing that part of the cor- 
porate trust work relating to bond issues. 
note issues, reorganizations, depositaries and 


as they have 


work 
The person 


similar matters, to be in charge of an as- 
sistant trust officer, and that part of the 
division which relates to registration and 


transfer work in charge of a junior assistant 
secretary. 

The work of the new business division I 
have shown in the chart as under the direc- 
tion of an assistant trust officer and his 
aides, who, for want of a better designation, 
I shall call trust solicitors. In some insti- 
tutions this work is regarded as of such im- 
portance that it has been placed in charge of 
an independent vice-president. 











Lastly we come to the office and records 
division, in charge of the chief clerk, who is 
generally a very busy individual. In addi- 
tion to reams of correspondence, much of 
which he will prepare for the signature of 
the trust officers, all questions relating to 
internal bookkeeping and management should 
be taken up with him. He will be in charge 


of the bookkeepers, statement clerks, and 
filing. 


Trust Clerks or Aids 


I cannot endorse too enthusiastically what 
Mr. Young, of the Guardian Trust Company 
of Cleveland stated last year, that is, that 
properly selected and functioning trust clerks 
or trust aides, assigned to assist particular 
trust officers are great factors in a smoothly 
functioning department. Any trust officer 
who has experienced the annoyance of try- 
ing to turn out a great volume of trust work 
of every description in the few odd moments 
during the course of the day when he gets a 
chance to dictate, can testify to the great re- 
lief when he addresses himself to the piles 
of work on his desk for only short intervals 
each day and is able to turn over the largest 
part of it to his trust clerk or aide and the 
chief clerk in charge of office and records, 
knowing that he will have satisfactory re- 
plies to the correspondence handed to him 
for signature at the end of the day and that 
he need personally dictate only a small part 
of his work. It gives him an entirely dif- 
ferent feeling when he turns around to talk 
to the next customer who is conducted to 
him. He does not need to keep one eye on 
the clock and the other on his customer 
with what amounts to an approach to a 
snarl if the customer is not prompt in get- 
ting down to “brass tacks.” His young men 
should be selected with the greatest amount 
of care, because it is from their ranks that 
the future trust officers and vice-presidents 
of the institution will be drawn. 


Mergers and Consolidations 

An effective working chart of a trust de 
partment will never be as highly valued as 
in case of a merger or consolidation with 
another institution. I submit that the chart 
here referred to, or a similar one, is capable 
of easy expansion without losing any of its 
main points. There may be two assistant 
trust officers in charge of living trusts, and 
three instead of one assistant trust officer in 
charge of testamentary trusts and the ad- 
ministration of estates. It may be found 
necessary to divide some of the executive 
duties and parcel them out between the two 
vice-presidents in charge of the two depart- 
ments. At any rate the use of the chart will 
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be very helpful in solving the numerous diffi- 
culties incident to any merger. 
Exceptions to the Plan 


Of course all charts and all rules are open 
to exceptions. 


It would hardly be the part 
of any organization chart to throw the 
wrench of discontent into a fairly smooth 


operation, even though it is not the ideally 
logical set-up. Better te go along for a 
while with an organizatidn which is far from 
perfect rather than to disorganize the entire 
department by discontent. Where one indi- 
vidual, by means of extraordinary services, 
has acquired a title which, under the chart, 
he should not have, it is far better to allow 
him to retain his title than to lose his extra- 
ordinary services by apparently demoting 
him. Likewise mergers frequently cause per- 
sonnel to be added, temporarily at least, and 
titles to be given which should not, strictly 
speaking, be conferred. The thing to do, 
when such situations arise, is for the presi- 
dent to bide his time and, in change — 
which is made, point to the chart for the 
eorrect theoretical set-up. I submit we would 
all be better off, and understand each other’s 
duties better, if the titles, and the duties of 
the persons holding the titles, were so sys- 
tematized that we would understand each 
other’s work the moment a title was noted. 


every 


MOST FREQUENTLY HELD STOCKS IN 
INVESTMENT TRUSTS 

A survey of the portfolios of 150 invest- 

ment trusts in the United States, as of close 

of last year, reveals that “the ten most fre- 

quently held stocks were American Tele- 

phone & Telegraph, Consolidated Gas of New 


York, United States Steel, Standard Oil of 
New Jersey, General Electric. New York 
Central, Union Carbide, FE. I. du Pont de 


Nemours, Atchison, Topeka & Santa Fe, and 
International Harvester. Following close in 
line are Pennsylvania Railroad, American 
Tobacco B, Union Pacific, Electric Bond and 
Share, United Gas Improvement. American 
Can, Westinghouse Electric, Standard Oil of 
California and Borden Company. 

The portfolios examined showed 558,974 
shares of Marine Midland, 322,556 shares of 
United Corporation, 308,677 shares of Gen- 
eral Motors, 290,932 United Improve- 
ment, 290.195 General Electric, 286,038 
Manufacturers Trust, 261,866 Commonwealth 


Gas 


Edison, 252,026 National Dairy Products, 
202.560 American Telephone, and 201,382 
shares of American Radiator & Standaré 


Sanitary. 
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Increased facilities 
for service 


By means of a correspondent relation- 
ship with the Bank of Manhattan Trust 
Company, banks and trust companies 
throughout the country can supple- 
ment their own facilities and bring to 
their customers the complete financial 
services, large resources and world- 
wide connections of The Manhattan 
Company group of financial institu- 
tions. Among these are 


BANK OF MANHATTAN TRUST COMPANY 
Domestic Banking and Trust Service 


INTERNATIONAL ACCEPTANCE BANK, INC. 
Foreign Banking 


INTERNATIONAL MANHATTAN COMPANY 
INCORPORATED 
Investment Securities 


NEW YORK TITLE & MORTGAGE COMPANY 
Guaranteed Mortgages and Certificates 


NATIONAL MORTGAGE CORPORATION 
National Title and Mortgage Service 


The Manhattan Company Building : 
40 Wall Street, New York Each company in The Manhattan 


Company group is a specialist in its 
particular field and the expert services of each is available to 
all customers of this bank, with its background of more than 
a century and a quarter of banking and fiduciary experience. 


BANK OF MANHATTAN TRUST COMPANY 




















(Epitor’s Note: 


MAKING TRUST BUSINESS PAY IN SMALLER 
COMMUNITIES 


STRONG APPEAL OF THE LIFE INSURANCE TRUST 


CLYDE H. DOOLITTLE 
General Counsel, fowa-Des Moines National Bank and Trust Co., Des Moines, Iowa 


Mr. Doolittle develops the points of difference as regards the field 






for trust service between large and small cities, the variance in clientele, differences of 


approach and adaptability of trust department organization. 


He then takes up the sub- 


ject of developing trust business as taught by experience in small communities.) 


OW does the trust company in the 
smaller community develop trust 
business? The purpose of this dis- 

cussion is not to suggest a new plan for 
developing trust business, but to urge trust 
men of the smaller communities to examine 
closely the character and needs of their local 
communities before adopting any plan of 
development of trust business. Until the 
trust officer has logically, carefully and scien- 
tifically analyzed his community, any plan 
he may adopt may be only a shot in the 
dark. 

It is particularly essential that the trust 
officer realize the differences between the 
large city and the smaller community lest 
he make the usual mistake of copying large 
institution methods exactly and expecting 
them to succeed under entirely different con- 
ditions. So long as we shall have communi- 
ties of varying size, character, industry and 
population, just so long shall we fail to 
exactly standardize trust methods. The trust 
executive in the smaller community, who 
has studied that community and adopted 
methods of filling its trust needs based upon 
his own analysis, will always succeed. 

There are some points of similarity be- 
tween smaller communities which form the 
basis for the adoption of rational methods 
of trust development. Every smaller com- 
munity has its few citizens in the million- 
aire class, the gaining of whose trust ac- 
counts form the ambition and goal of every 
resident trust company. Many times the 
success of this undertaking is rendered more 
difficult due to the fact that such prospects 
desire the pleasure of being able to say that 
their trusts are established with a nation- 
ally known trust company. We meet this 
tendency in many other lines of business. 
It is a human trait and must be recognized 
as human. The small city trust company 





can only answer with the argument that, 
unless the prospect intends to change his 
residence, it is better experienced by reason 
of its location to administer his trust wisely, 
more economically and expeditiously than 
its large city competitor. These arguments, 
may or may not win the case but the final 
and unanswerable consideration must always 
be a higher type of personal service. As a 
general rule, the same amount of effort ex- 
pended by trust officers of smaller communi- 
ties on the more modest accounts will yield 
greater results over a period of years than 
fruitless effort vainly expended on the single 
outstanding prospect of the community. 


Life Insurance Trust a Fertile Field 


Another point of similarity in smaller com- 
munities is that life insurance proceeds form 
such a large proportion of the estates of: 
decedents. Lacking a large class of men of 
great wealth, the community, as a rule, has 
many people who invest from 15 to 30 per 
cent of their income in insurance. The life 
insurance trust should form a larger ratio 
to the total amount of business in the smaller 
eommunity than in the larger city. This type 
of business has an added attraction for the 
trust company in the small city due to the 
low cost of administration. Due to the 
closer personal contact in the smaller com- 
munity, direct cooperation with the life un- 
derwriter is easier than in the large city. 

In Des Moines, we have tried to analyze 
the trust needs of the community by care- 
ful study of its population, industries and 
civic characteristics. We were impressed at 
once with the fact that Des Moines is one 
of the great insurance centers of the country. 
Indeed, it is often called the “Hartford of 
the West.” It is the home of fifty-two com- 
panies besides having local and state agen- 
cies for every company of national standing. 
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The home life companies wrote a total busi- 
ness in 1928 of $620,000,000, and received a 
total income during the year of $100,000,000. 
A large factor in this development has been 
the result of the policy of “Education begins 
at home.” 

We found that Des Moines citizens were 
“arrying an unusually high average of life 
protection. The result has been that we have 
devised plans for cooperation with life un- 
derwriters, local agencies, state agencies, and 
home companies taking the form of courses 
given by our bank to life underwriters on 
life insurance trusts, talks before agency, 
underwriter and executives’ meetings, to- 
gether with a program of personal calls in 
company with life underwriters on prospects 
for either type of protection. Since life pro- 
tection by insurance is an outstanding fea- 
ture of our community, we give the life in- 
surance trust a ratio of our total effort con- 
siderably higher than might be found else- 
where. 


On the other hand, Des Moines, as is usu- 
ally the case in agricultural trade centers, 
has no outstanding industry so large that it 
overshadows all others, such as do the mill 
cities of the East, the steel centers of the 
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Alleghanies and the South, or the automo- 
tive and rubber industries of the Great Lakes 
region. It is a city, we found, of large in- 
dustry but composed of many small units. 
Such a situation means that as yet, at least, 
financing of industry is not by issuance of 
stock but by borrowing on bond issues. Our 
efforts in the corporate division, therefore, 
are directed toward obtaining appointments 
as trustee under deeds of trust rather than 
in the capacity of transfer agent or regis- 
trar. We try to give the highest possible 
efficiency to our duties as trustee under deed 
of trust, giving, as a result, a very high 
ratio of time and effort to this type of busi- 
ness. This sounds absurdly fundamental but 
many trust companies in the smaller com- 
munities are today trying to follow vainly 
the systematic pattern of metropolitan trust 
company effort. 
o> & 

The Union & New Haven Trust Company 
of New Haven, Conn., is named as a trustee 
in the will of the late Egbert C. Fuller, presi- 
dent of the Fuller Manufacturing Company, 
creating a trust fund of $1,500,000 to combat 
cancer. 


TrusT COMPANY IN QUAINT COLONIAL STYLE HOME 
The Bankers Trust Company of Hartford, Conn. does not believe that it is necessary to con- 


duct business with awesome setting of marble pillars and conventional accessories. 


The above 


illustration gives an idea of the type of old Colonial mansion wherein the Bankers Trust 
Company makes its customers feel “t’home” and where there are spacious old-time fireplaces, 
which in cold weather crackle with merry log fire and in summer become bowers for flowers 
in season. And notwithstanding all the comforts of home, the equipment for banking, trust 
service, a special ladies’ department and safe deposit vaults are all up-to-date. 
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IN JAPAN 


OING a vast business in Japan and with branches 
throughout the world, one of Japan’s largest finan- 
cial institutions looks to America for design and ma- 
terials of construction for its new home in Osaka. The 
fact that York Safe and Lock Company was selected by 


SUMITOMO BANK 


to build and install the extensive vault equipment in 
this building as well as in the new branch offices in 
Nagoya, Kyoto, Honolulu and elsewhere is yet another 
tribute to York’s world-wide preeminence. 
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The recognized position of the York Organization as ex- 
perts in modern bank vault manufacture and construc- 
tion is your best assurance in planning for your own 
requirements. 


YORK SAFE AND LOCK CO. 


York, Pennsylvania 
Builders of the World’s Greatest Vaults 
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Branches 


NEW YORK SAN FRANCISCO 
BOSTON LOS ANGELES 
NEW HAVEN SEATTLE 
PHILADELPHIA HOUSTON 
BALTIMORE MONTREAL 
WASHINGTON HAVANA 
PITTSBURGH BUENOS AIRES 
CLEVELAND PARIS 
CHICAGO HONOLULU 
ST. LOUIS TOKYO 
SHANGHAI 
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SECURITY TRUST COMPANY 


WILMINGTON, DELAWARE 


Member Federal Reserve System 


Executes Trusts of Every Description—Transacts a General Banking 
Business—Prompt Attention to Requests for Information and Assis- 
tance.—Correspondence invited. 


Capital, $1,121,000 Surplus and Profits, $1,966,120,45 


OFFICERS 
JOHN 8S. ROSSELL, Chairman of the Board 
LEVI L. MALONEY, President 
CHAS. B, EVANS, Vice-President 
WILLARD SPRINGER, Vice-President 
HARRY J. ELLISON, Vice-Pres. & Trust Officer 
THOMAS J. MOWBRAY, Vice-Pres. & Treasurer 
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COMMUNITY TRUST MOVEMENT GAINS IN LOCAL 
AND NATIONAL SCOPE 


As a protection against the “dead hand” in charitable bequests and as the most effec- 
tive vehicle for assembling and distributing gifts and bequests for charitable, educational 
and philanthropic purposes, the community trust movement is rapidly acquiring nation- 
wide recognition. The above illustration shows an assemblage of directors and guests 
of the five largest trust companies and banks in Cleveland to celebrate the recent widening 
of the scope of the Cleveland Foundation, by enlisting under multiple trusteeship agree- 
ment the Central United National Bank, Guardian Trust Company, Midland Bank and 
the Union Trust Company together with the Cleveland Trust Company which organized 
the Foundation. This community-wide alignment is significant because the Cleveland 
Foundation is the first of such organizations and of which there are no less than seventy 
established in the United States. 

At the recent Mid-Winter Trust Conference in New York, figures were presented by 
Thomas C. Hennings, vice-president of the Trust Company Division, A. B. A., showing 
that thirty community trusts are administering a total of $33,448,000 and distributed 
funds amounting to nearly one million dollars last year. Funds actually administered 
do not include potential funds created under wills and trust instruments, amounting to 
many millions, which ultimately become available. 
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VALUING AND PAYING FOR NEW TRUST BUSINESS 





APPRAISALS BASED ON JOINT EXPERIENCE, AVERAGES AND EXPECTANCY 
FREDERICK R. BEHRENDS 


(Epitor’s NOTE: 


Vice-president and Trust Officer, California Trust Company, Los Angeles 


One of the most complex problems of trust administration is that 






of appraising the value or profits and of determining fees, as well as costs of new trust 
business, due to the uncertainty which attends the future value of trusts and testamentary 
dispositions. Up to quite recently most trust companies have regarded such evaluations 
as almost a hopeless task and have worked on the “rule o’ thumb” idea. A movement, 
which still calls for cohesion—ordinated action—is now in progress which seeks to mini- 


mize as far as possible these uncertainties. 


Mr. Behrends has made most interesting 


studies and arrives at instructive conclusions. An interesting suggestion is that of con- 
ducting research and assembling experience on a nationwide basis which will serve for 
the compilation of an American Trust Company Experience Table, similar to the mor- 


UR respected citizen John Jones is 

today reasonably worth $100,000. He 

executes his will, appointing your 
company executor and trustee. What is that 
piece of new business worth to you and how 
much can you afford to pay for it? 

In the first place it must be clear to all 
of us that to arrive at the present day value 
of that appointment many factors must be 
taken into consideration. Jones may live one 
day or fifty years. The trusts established 
under the will may never come into being 
because all named beneficiaries may have 
predeceased Mr. Jones. On the other hand, 
if the trusts are charitable, they may con- 
tinue in perpetuity. If Mr. Jones dies to- 
morrow his estate may be worth $100,000. 
If Mr. Jones lives fifty years that estate may 
have vanished or it may have been increased 
to a half-million dollars. Tomorrow Mr. 
Jones may change his mind and appoint 
someone else executor or trustee, or he may 
entirely change his will, having determined 
at some subsequent time that the property 
should be distributed outright rather than 
placed in trust. How then can we arrive at 
any definite figure that represents the pres- 
ent day value of this piece of new business? 


No Guiding Basis or Statistical Average 


In considering these problems it seems to 
me that we are in a position somewhat simi- 
lar to that of companies which are in the 
business of insuring lives and granting an- 
nuities. Life insurance cannot be safely 
written nor annuities sold until the insurers 
or sellers have before them statistics showing 
the mortality rates in the classes of lives 


tality and expectancy tables devised by insurance companies.) 


that they are insuring or by whom annuities 
are being purchased. 

Life insurance companies have today tables 
based on wide experiences which will show 
them the number of years that a man of any 
given age may be expected to survive. It is 
on this figure that premiums are _ based. 
These premiums must be sufficiently large 
to build up a fund sufficient to pay the jface 





















































































FREDERICK R. BEHRENDS 
Vice-president, California Trust Co., Los Angeles 
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of the policy at the end of the period that 
that man may be expected to live. The 
American Men Table shows that a man of 
40 may be expected to live 31 years. It is 
clear that if living conditions change so that 
in tho future men of 40 may be expected to 
live 32 years the insurance company will re- 
ceive one extra premium in addition to those 
it today anticipates receiving and, therefore, 
will make an additional profit. If on the 
other hand living conditions tend to shorten 
the life expectancy of men of 40 the insur- 
ance company will receive fewer premiums 
than it anticipated and, accordingly, will 
suffer a loss. Just the reverse is true of 
those who are selling annuities. If the an 
nuitants live longer than was expected the 
company must make additional annual dis 
bursements and so suffer a loss. If the an- 
nuitant should die sooner than expected the 
company makes fewer payments than antici- 
pated and makes a profit. 

Trust companies are facing the same prob- 
lem. If the testator lives longer than antici- 


pated our fees are consequently deferred 
longer than expected and accordingly the 


present day value of those fees is lowered. 
If the testator dies sooner than anticipated 
we receive our fees sooner than expected, 
and accordingly their present day value is 
increased. The reverse is true of trusts. If 
the trusts last longer than we anticipated 
we receive additional fees. If the trusts ter- 
minate sooner than expected we do not col- 
lect the total number of annual fees that 
we anticipated. 

Returning again to insurance and annu- 
ities, before insurance can be obtained a med- 
ical examination must be passed. This re- 
sults in the insurance of only selected lives. 
Individuals in this classification being above 
normal health may be expected to live longer 
than those who are not insurable. The in- 
surance tables that are generally available 
for use are based on the experience of com- 
panies in dealing with these selected risks. 
On the other hand, companies that sell an- 
nuities base their figures on uninsurable lives 
as well as insurable lives. We in the trust 
companies do not know as yet whether we 
are dealing with a selected class or not. It 
may well be argued that those individuals 
who have accumulated sufficient estates to 
make use of the services of the corporate 
trustee automatically come within a _pre- 
ferred classification. This may be true of 
creators of trusts and makers of wills. Does 
the same thing hold true for the beneficiary 
of these trusts? Experience alone can tell 
us and it is an obligation that has imposed 
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itself upon all of us to study these problems 
and to arrive at definite conclusions after 
proper investigation. 


Study of Life Insurance and Mortality 
Tables 

For those who may be interested in de- 
voting a few moments to the study of the 
life insurance tables I recommend the read- 
ing of Chapter 12 of “The Essence of Life 
Insurance,” by William Breiby, published in 
1924, and Chapter 4 of “Life Insurance,” by 
Joseph B. Maclean, the second edition of 
which was published in New York in 1929. 
In so far as life insurance is concerned, the 
American Experience Table prepared in the 
’60s has been generally adopted in this coun- 
try as the basis of premiums and reserves 
for standard policies. This table was based 
on the experience of but one life insurance 
company over a period of but fifteen or six- 
teen years. The accuracy of the conclusions 
reached, however, was verified in 1918 and 
1919 when the results of the American- 
Canadian Mortality Investigation, 1900-1915, 
were published. 

This investigation was made under the 
joint auspices of the Actuarial Society of 
America, the American Institute of Actu- 
aries, and the National Convention of In- 
surance Commissioners. It covered the mor- 
tality experiences of fifty-nine life insurance 
companies of the United States and Canada 
during the years 1900 to 1915 under policies 
issued from 1848 to 1914. The mortality of 
this new table is lighter than that of the 
American Experience Table at all ages ex- 
cept at the ages of sixty-one to sixty-eight 
inclusive, and for those ages there is very 
little difference. This latter table is usually 
called the American Men Table. As the ex- 
pectation of life is slightly higher in this ta- 
ble than in the American Experience Table 
I recommend that it be used in all computa- 
tions that may be made by us at least until 
a more satisfactory table is available. But 
do not rely too much on either of these tables, 

There appeared in “The Spectator,’ pub- 
lished in New York on October 9, 1930, tables 
showing the actual as opposed to the expect- 
ed mortality in seventy-five insurance com- 
panies during the years 1915-1929 inclusive. 
The actual mortality was but 58.70 per cent 
of the expected mortality shown in the Amer- 
ican Experience Table. The reports for 1930 
show a similar ratio. In dollars and cents 
this may mean that as your fee of $1000 may 
not be collected for fifteen years instead of 
the ten years you estimated, the present day 
value of that fee be reduced from 


may 


$613.92 to $481.02. People, at least under 
sixty years of age, are not dying as rapidly 
as expected, nor as indicated in either the 
American Experience Table or the American 
Men Table. A similar situation has devel- 
oped in annuities. Actuaries have been and 
are now at work revising the annuity rates 
as insurance companies have been making 
a greater number of payments per annuity 
than expected and consequently have been op- 
erating at a loss. 


If there is such an element of uncertainty 
in mortality tables which we use and which 
are based on wide experience, how many 
more elements of uncertainty must exist in 
our estimates of lapsations and withdrawals, 
and in our estimates of increase or shrinkage 
of the trust estates as to which so few figures 
are available. These tables—expectancy and 
annuity—then are of interest to us and may 
be used by us temporarily as guides, but do 
not rely on the figures obtained from them 
unless you allow a substantial margin of 
safety. 


Instructive Discussion and Reports 

I hope that this brief review gives some 
indication of the nature of our problems in 
attempting to value trust new business. 
Probably you are primarily interested in ob- 
taining practical rules for valuing trust busi- 
ness rather than discussing theory. It is 
impossible in this paper to argue the respec- 
tive merits of the different plans and for- 
mulas already presented. That you may 
have available for your study those reports 
and addresses that have come to my atten- 
tion I suggest that you read the Report of 
Trust Development Committee on the Cost 
of Securing New Trust Business, published 
in the 1927-1928 Proceedings of the Financial 
Advertisers Association, beginning at Page 
345. Next, the adress of Walter Tresckow, 
delivered at the Tenth Annual Mid-Winter 
Trust Conference two years ago on “Trusts— 
By Value Predetermined.” The paper of 
Wm. J. Stevenson, reviewed in March 1929 
issue of the Insurance Bulletin of the Ameri- 
‘an Bankers Association. Follow along 
through the address, ‘Making the Trust De- 
velopment Department Pay,” by A. Douglas 
Oliver, and the address, “How to Gauge the 
Value of the Various Types of Trust Effort,” 
by W. Herrick Brown, both contained in the 
1928-1929 Proceedings of the Financial Ad- 
vertisers Association, beginning at page 426, 
and lastly, the address, “What Can We Pay 
for Trust Business,” delivered by Charlton 
Alexander at the last annual meeting of the 
Financial Advertisers Association in Louis- 
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ville, September 18, 1930, which appeared in 
the 1929-1980 Proceedings of the Financial 
Advertisers Association. 


Records on Estimated Value 

Two years ago my interest was aroused by 
the address of Mr. Tresckow. During 1927 
and the greater part of 1928 we had but one 
man engaged in the solicitation of new busi- 
ness in our trust company. In the late sum- 
mer of 1928 we added two additional trust 
advisers. We established an internal card 
and follow-up system on our potential new 


business, Our advertising expense was 
mounting. It became imperative for our own 


guidance to estimate whether or not we were 
spending too much money in developing busi- 
ness that might not mature for a great many 
years. 


In considering these problems we were as- 
sisted by the counsel of Paul Chalfant of 
the Purse Printing Company. Accordingly 
in June, 1929, we began keeping a record 
that showed the date the will or trust was 
obtained, the name of our client, the esti- 
mated value of the property covered. In the 


ease of wills we noted the expectancy of life 
of the testator by using the American Men 
Table. 


In testamentary trusts we noted the 
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length of time that these might be expected 
to last, again using the same table. We also 
noted the gross fees to be received and the 
present day value of those fees. In case of 
living trusts, agencies or other appointments 
we recorded the name of the creator, his ex- 
pectancy of life as shown by the American 
Men Table, and the term that the trust might 
be expected to run, the value of the trust 
estate, the various fees to be received, ac- 
ceptance, annual and closing, the gross fees 
and their present day values. These present 
day values have been so high that I have 
questioned whether we were altogether cor- 
rect in using the tables that we have. But 
we have made a start in keeping records 
that in time will be of real value to us. That 
you may readily understand the records of 
fees that we have kept I will take the will 
of Mr. Jones and show you how we have 
prepared our figures. 


Computing the Present Value of Fees 


Mr. Jones is today forty years of age. Ac- 
cording to the American Men Table he has an 
expectation of life of thirty-one years. At 
that time his estate will come to you for ad- 
ministration. On the average it will be one 
year from his death before you have collected 
the fees you have earned in administering 
that estate. As the fee schedules vary so 
materially in the different parts of the coun- 
try it is impossible in this paper to establish 
a valuation on this estate that would be of 
general application. 

For the purposes of illustration let us as- 
sume that one year after Mr. Jones’ death 
you collect your executor’s fee of $2,000. The 
value of money is different in various por- 
tions of the country. Let us assume that 
here in the East over a period of years it is 
worth on the average of 5 per cent. You 
must discount the $2,000 fee on the basis of 
5 per cent compounded at least annually to 
determine its present day value. On this 
basis you will find that today’s valuation of 
your fees as executor of this estate is $419.80. 
But of this amount by far the greater por- 
tion represents money that you will neces- 
sarily spend for salaries and general over- 
head expense in the administration of the 
estate. 

I realize that a year ago there was a re- 
port submitted to you through the Trust Sec- 
tion, American Bankers Association, that 
showed an average net profit of some 37% 
per cent of each dollar of fees collected. Per- 
sonally I feel that this is too high a percen- 
tage. Too many factors were not included 
in the expense column. Costs of general ad- 
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vertising, proper rental of, and depreciation 
on, plant and equipment, executive time of 
members of the organization not directly con- 
nected with the trust department, and many 
similar items were either overlooked or un- 


dervalued in too many instances. When all 
proper expenses are taken into considera- 
tion the probability is that the actual net 
profit is between 25 and 30 per cent of your 
actual receipts. Again to be on the safe side 
it seems to me advisable to take the lower 
figure and in your computations consider that 
but 25 per cent of the present day value of 
your expected $2,000 fee will be your real net 
profit. This figure is $104.95. 


Estimating Profit on Typical Trust 


From the above computation we have esti- 
mated that Mr. Jones’ estate will come to you 
for administration thirty-one years from to- 
day. We have further estimated that its ad- 
ministration will take one year. At that 
time the trust will come into operation. But 
remember that expenses of administration 
average around 20 per cent of the gross value 
of the estate. Accordingly if Mr. Jones left 
an estate of $100,000 you cannot expect your 
testamentary trust estate to be in excess of 
$80,000. The sole beneficiary of Mr. Jones’ 
trust is his son, aged ten. At the present 
time we find that he has an expectation of 
life of fifty years. As the particular trusts 
will begin to function thirty-two years from 
today it is clear that the probable duration of 
that trust is eighteen years. The correctness 
of this estimate has been questioned by at 
least one actuary. But our company at least 
will continue our computations on this meth- 
od of figuring until we discover a better one. 

Let us say your annual fee under this 
trust is $500, which in eighteen years yields 
total annual fees of $9,000. As this fee will 
probably not be collected until the end of 
the trust year your first fee will be received 
thirty-three years from today and your last 
fee fifty years from today. Add nine years 
(one-half the total number of years of the 
expected duration of the trust) to thirty-two 
years (the length of time before the trust 
begins to operate) and you will obtain forty- 
one years, which is the average number of 
years before your total annual fees will be 
collected; $1,217.53 is the sum which, at 5 
per cent interest compounded annually, will 
produce $9,000 in forty-one years. This fig- 
ure of $1,217.53 then is the present day value 
of your annual fees for acting as testamen- 
tary trustee under this will. Twenty-five 
per cent of this amount equal $304.38, which 






is your present day estimated net profit for 
handling this trust. 

As the trust is expected to last eighteen 
years after the death of John Jones your 
closing fee will not be collected until fifty 
years from date. Let us assume that your 
closing fee is $1,000. That sum discounted 
on the basis of 5 per cent, compounded at 
least annually, is $87.20. Twenty-five per 
cent of that amount, or $21.80, represents 
your present net profit for this portion of this 
piece of new business. Adding together the 
net profits on your fees as executor and your 
annual and closing fees as trustee, you have 
a total present value of the net profit in 
this particular piece of business of $431.13. 


Probability of Changing Will and 
Cancellations 

Up to this time, however, we have not 
given any consideration to the possibility 
that Mr. Jones may change his will, either 
eliminating the trusts or substituting some 
other trustee or by substituting some other 
executor. What is the probability that this 
may happen? 

Mr. Tresckow has determined upon a basis 
of 10 per cent to cover withdrawals or can- 
cellations. Mr. Alexander,however, has had 
a very elaborate chart prepared showing the 
probable withdrawals or lapsations, or 
changes, in all years from thirty to seventy- 
five. To permit those of you who have not 
too large a statistical department available 
I would suggest that you adopt a 10 per cent 
eancellation factor for all trust business 
where the creator is over forty, increasing 
that to a 25 per cent factor for all ages un- 
der forty. Applying this figure to Mr. Jones’ 
estate we find then that the net profit is re- 
duced by 10 per cent, leaving the present 


value of your net profit at the figure of 
$388.02. 


Present and Future Value of Estates 

Again the question is presented, If Mr. 
Jones’ estate is worth $100,000 today, what 
will it be worth thirty-one years from now, 
at the end of his present expectation of life? 
Only actual experience can tell. It is true 
that Mr. Jones’ estate may be worth nothing 
when he passes away. On the other hand 
Mr. Smith of the same age may leave an es- 
tate so much greater on his death that it 
will more than make up for the loss that Mr. 
Jones has suffered. If then you have ob- 
tained a present fair valuation of Mr. Jones’ 
estate I would not discount it. The difficulty 
for all of us lies in obtaining the present fair 
valuation. It has been suggested that large 
estates are usually overestimated by the tes- 
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tator about 10 per cent and smaller estates 
about 20 per cent. I would prefer to stress 
the necessity of your insisting upon a valua- 
tion as nearly accurate as may be obtained 
today. 

The average solicitor for new trust busi- 
ness is usually an optimist and: prefers to 
report the value of an estate at the highest 
amount within reason. Analyze the reports 


that are submitted to you. Check them 
through your credit departments or your 
mortgage loan or securities departments. 


You doubtless would find that after a few es- 
tates have been carefully checked and dis- 
ecrepancies called to the particular solicitor’s 
attention, he would be much more careful 
in reporting valuations of the pieces of busi- 
ness that he has obtained. And insist if pos- 
sible on your new business men obtaining a 
detailed inventory of all estates—at least 
those of over $100,000. They are of imme- 
diate interest in appraising your new busi- 
ness and of even greater value when the will 
matures and you are called upon to act as 
executor of that estate. 


And now that we have attempted to deter- 
mine the actual probable present day profit 
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in this piece of business let us consider how 


much we can pay today to put that potential 
profit on our books. 


Compensating New Business Men 

There are three ways of compensating new- 
business men: salary alone, bonuses in ad- 
dition to salary, or lastly, straight commis- 
sions. Most of us at the present time are 
using the straight salary basis, feeling that 
until we have more definite information it is 
the only safe basis to go on. As our investi- 
gations continue the thought is developed 
that we can with propriety modify our com- 
pensation basis. I am frank to say that a 
straight commission basis does not appeal to 
me at this time. I do believe, however, that 
a base salary with properly worked out bo- 
nuses may be a more desirable form of com- 
pensation than a straight salary. 

As I stated, most of us pay our new- 
business men a straight salary. As illustra- 
tive of the other two schools of thought it 
is my understanding that both Mr. Brown 
and Mr. Tresckow favor a salary with 
bonuses distributed, by the former every 
six months on the basis of the prior six 
months’ accomplishment of the individual 
trust adviser, and by the latter annually. 
On the other hand, Mr. Alexander is inclined 
toward a straight commission basis. Before 
any of the rest of us can afford to use any 
of the formulas suggested we must-translate 
them first into terms of expected receipts 
from future trust business as the same are 
controlled by the fees charged in our par- 
ticular vicinity. Secondly we must deter- 
mine what is the value of the salary or bonus 
dollar in our particular community, and 
thirdly, we must consider the returns that 
the stockholders of our own institution are 
entitled to receive as the result of our efforts. 


It has been suggested that we can afford 
to pay up to 25 per cent of our estimated 
present net profit on this future business for 
the obtaining of that business. This does 
not mean by any means that all of this 23 
per cent is to be expended in salaries. We 
must remember that for every dollar in sal- 
ary paid to a trust adviser or solicitor an- 
other dollar or two must be spent to cover 
advertising and general overhead, including 
office space, stenographiec help, and general 
supervision. It is the total expense of your 
new business development department that 
you must justify. How much over a dollar 
must be so disbursed depends entirely upon 
the set-up in each particular organization. 

Again, it must be remembered that if you 
obtain fifty million dollars’ worth of new 
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business during the course of the year a very 
large percentage of it cannot be credited di- 
rectly to the active efforts of your new-busi- 
ness men. It comes in over the counter or 
is directly sent to you by officers of your 
institution not immediately connected with 
your department. But I believe that you are 
entitled to include such business as a credit 
to your new business department. It should 
be offset by the profits the other departments 
make from business that you refer to them, 
to which I will refer later on. On the other 
hand in determining the compensation to be 
paid the individual solicitor or new-business 
man, you must consider in fairness to your- 
self the character of business he produced 
and the aids he had in procuring it. 


There is such a tremendous field among 
individuals already sold on the merits of 
your particular organization that it is usual 
in most cities for new-business men to con- 
tact only those individuals who are at pres- 
ent being served by your institution in some 
way. There is comparatively little effort 
spent on cold canvassing. Accordingly the 
results obtained by one of your men solely 
through his own efforts may be but a very 
small fraction of the total volume of new 
business that comes in over his name, As 
to the department as a whole, an amount of 
new business 1,500 times the expense of your 
new-business department has been considered 
excellent. Frankly I question this ratio. For 
my company I feel that this amount is only « 
fair return and we are not satisfied with any- 
thing less than 2,000 times expense. As to 
individual salaries we in our company have 
estimated that to receive a salary of $300 a 
month in Los Angeles a trust adviser should 
put on the books approximately a million 
dollars’ worth of new business a month. But 
these estimates are always open to revision, 
depending on the different conditions existing 
in different localities. 


Overlooking By-Products in Trust Solicitation 

I desire in passing to call your attention 
to the by-products that are not always re- 
membered. Some of our men in the past 
have been satisfied to report that they have 
obtained John Jones’ will and that we are 
named as executor or trustee. How many 
times, I wonder, have they overlooked the 
opportunity to make John Jones a user of all 
of the other varying services that your in- 
stitution has to offer—commercial accounts, 
savings accounts, travelers’ checks, commer- 
cial and mortgage loans, safe deposit boxes, 
travel bureau opportunities. These are but 
a few of the countless services of which each 





John Jones should be advised and avail him- 
self. It does not take many additional mo- 
ments to offer him these additional services 
of your institution. The value of these by- 
products alone may conceivably be worth a 
fair share of a trust adviser’s salary. Realiz- 
ing these facts we have just determined in 
our institution to assign to our own trust 
advisers the requirement that a definite 
quota be obtained in each of the various ma- 
jor classifications of our bank services. 


Conservative and “High Pressure” Solicitation 
There has been a suggestion that possibly 
figures based on past experience may not be 
accurate on the new business that is being 
obtained today. Past business has come in 
for the most part because those using our fa- 
cilities have convinced themselves of the ne- 
cessity and propriety for using the trust com- 
pany. During the last few years active so- 
licitation through a staff of trust advisers 
has put in our vaults and on our books a tre- 
mendous amount of new business, If these 
trust advisors have been to any extent high- 
pressure men the lapsation percentages may 
jump very materially over those now believed 
to be accurate. On the other hand, if they 
have been conservative—as they should be— 
I doubt very much whether the lapsation per- 
centage will be materially increased. But 
after all, this is a particular problem for 
each institution. Under no circumstances 
should you spend money in retaining any but 
the best trust advisers obtainable and they 
should be so sincere and convincing in their 
approach that the prospect comes to a full 
realization that for the proper conservation 
of his estate he must avail himself of the 
services rendered by the modern trust com- 
pany. If you have sane trust advisers and if 
you back them up with real service in admin- 
istering your trusts, you will keep your lap- 
sation percentage at a minimum level. 

I want to leave another thought with you. 
Before you spend any money either in adver- 
tising or the obtaining of new business, be 
sure that you can handle the business when 
it actually matures. If you are not so 
equipped it is far better for you to make no 
attempt to obtain, and spend no money in 
obtaining, new business. How many of you 
have been attracted by an advertisement or 
solicitation and as a result have purchased 
a particular article? If the article does not 
measure up to the claims made for it, not 
only will you discard it but at almost every 
opportunity you will advise your friends and 
neighbors not to dissipate their funds in the 
acquisition of the article that you have dis- 
carded. 
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Compiling a Trust Company Experience Table 


I regret that I have not been able to lay 
down for you any rule of thumb that can be 
followed with any definite assurance of its 
correctness. A _ substantial amount of re- 
search work has already been done. But it 
is just the beginning. It seems to me that 
there is one clear way for us all to help in 
the solution of this, our common problem. 
A form could well be prepared, showing the 
estimated age of the testator or trustor at 
the time he executed the will or trust, or 
other agreement, the probable expectation 
of life, the probable duration of the trust, 
the estimated value of the estate, the total 
fees that should be received according to 
their various classifications, summarizing 
with a total gross fee and its present day 
valuation. Offsetting all of these estimated 
figures should be actual figures of matured 
wills and trusts, the fees actually received, 
and all closed or cancelled business. 


If such cards were kept by all interested 
trust companies of the country for a period 
of five or ten years it is probable that we 
could afford at that time to employ proper 
actuaries who would be able to prepare for 
the benefit of all of us what might well be 
called an American Trust Company Experi- 
ence Table. This, of course, would show the 
expectancies in all classes of trust business, 
executorships, trusteeships, agency appoint- 
ments, custodianships, services as trustee un- 
der bond indentures, acting as transfer agent 
and registrar of stock issues. So far as it is 
humanly possible to do so we should deter- 
mine what mortality table should be used 
to give us the expectation of life, both of 
the testator or trustor and of the ultimate 
beneficiaries. 

We should have a definite cancellation or 
withdrawal percentage established for every 
year from twenty or thirty up to sixty-five 
or seventy-five. We should have information 
as to whether estates increase or decrease. 
These fundamental facts should be estab- 
lished. I am not belittling in any way 
the work that has already been done. I 
am only suggesting that tables based on 
100,000 cases or more are much more apt 
to be accurate than tables based on five, 
ten or fifteen thousand cases. The greater 
the number of facts submitted the more 
nearly acurate will be the conclusions at 
which we arrive. Having found this mor- 
tality table and other proper tables for our 
use, we can then convert them into accurate 
appraisals for our own community and par- 
ticularly for our own organization. I would 
(Contiuued on page 432) 
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THE RIGHT KIND OF SUPPORT TO THE TRUST 
SALESMAN 


INCENTIVES FROM EXECUTIVE OFFICERS 
FRANK PAGE 





(Epiror’s Notre: Mr. 


Vice-president and Associate Trust Officer, Wachovia Bank and Trust Company, Winston-Salem, N. C. 


Page’s address at the Mid-Winter Trust Conference contained 


a timely piece of advice to trust executives in regard to building up a strong morale 


among trust salesmen and solicitors. 


It is only when the executives and trust officers 


are thoroughly “sold” on the merits and quality of their trust service that they can 


HEN a salesman for a check pro- 

tector or a washing machine calls 

upon his prospective customer, his 
first act is to exhibit a sample of his product, 
or certainly a catalog with pictures and de- 
scriptions, and frequently testimonials from 
satisfied users. 

It is obvious that the smiling and winsome 
face of Widow Smith and her happy and 
contented offspring, as portrayed by their 
latest photograph, cannot be offered as Ha- 
hibit A by a trust salesman to Mr. Jones, in 
an effort to convince him that he should fol- 
low Mr. Smith’s example and appoint your 
trust company executor of his will, and then 
be considerate of his family and “kick out,” 
leaving his earthly possessions to be so ad- 
ministered that his “better half’ too will 
wear a smile of contentment that he never 
saw on her face during his earthly career. 


True Stories of Satisfactory Management 

I do not think it would be good salesman- 
ship to exhibit this picture, but I do think 
if we executives would furnish our salesmen 
with more concrete examples and instances 
where the estates entrusted to us have been 
so managed as to not only conserve what 
was handed over to us when the will was 
probated, but also show increase in the assets 
by our stewardship, we would give support 
and an unanswerable argument to our solici- 
tors and new-business men. 

This must be done in a way that would not 
betray the slightest confidence. Therefore, 
names and references which might be recog- 
nized should be avoided. Still a true story 
of satisfactory management could be set out 
in detail, giving figures showing conditions 
when the trust was created and when it was 
ready for distribution. This, I am sure, 


impart the necessary enthusiasm to salesmen and which produces new business.) 


would be a convincing argument to Mr. 
Jones, that he too would be wise in entrusting 
his business to your institution, so that when 
he has passed on to the other world his af- 
fairs would be cared for by an institution 
which had shown by example and precept 
its ability and integrity. 

A pleasant acquaintanceship is essential to 
successful salesmanship. It is unthinkable 
that a prospective customer is going to sign 
a living trust agreement by which he is trans- 
ferring the management of the savings of a 
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Vice-president and Associate Trust Officer of Wachovia 
Bank and Trust Company, Winston-Salem, N. C. 
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lifetime, to any trust company whose repre- 
sentative is not pleasant and agreeable, and 
whose manner and conversation is not con- 
vincing, but there are many times when sales- 
men lack entree and a medium of approach 
to a prospect, which could be had by an ex- 
ecutive of the trust company. This intro- 
duction, or “ice-breaking,” can frequently be 
accomplished by a few minutes’ conversa- 
tion, or a letter of introduction from the ex- 
ecutive of the trust department, or, even bet- 
ter, from the president of the institution. 
There is a feeling of appreciation, and in 
many instances actual price, in the mind of 
a new customer to whom the head of a large 
trust company has taken time to write a per- 
sonal letter, or seek a personal interview. 


Attitude of the Trust Executive 

To the executives I would say—Do Not 
Neglect These New Customers who come in, 
whether their account be large or small, 
for they are the grain that keeps the mill 
grinding and makes your time valuable and 
your decisions important. It is, therefore, 
imperative to keep a steady inflow of new 
business to take the place of the cases you 
are handling to a conclusion from day to day. 

Human nature is much alike in all stations 
of life and all parts of the earth. Do you 


recall that sense of price and satisfaction 
you felt when you were addressed by the 
porter on the sleeping car as “Mr. Brown,” 
if your name happened to be Brown, rather 
than have him call you just plain ‘‘Colonel” 
or “Judge’? Folks just like for other peo- 
ple to know them by name. 

When the trust salesman brings his pros- 
pect in to the head desk to talk over his af- 
fairs, if your trust officer is wise, he will, 
in advance, have gotten some information 
about the prospect’s business, and a speaking 
acquaintance with his home surroundings, 
so that he will feel that you are familiar 
with and interested in his business and his 
family. By this you will go a long way in 
selling your institution to the prospective cus- 
tomer. Do not make the embarrassing error 
I did some time ago in discussing a will with 
a prospect. I knew nothing about the man, 
so I asked him how many children were in 
his family, and he, rather shamefacedly, re- 
plied that he had not yet been married. 


Enthusing the Sales Representative 
Trust company service, both in a fiduciary 
and administrative capacity, is so superior to 
any ‘substitute therefor that I can but feel 
that we, as trust officers, either in adminis- 
trative or soliciting positions, are conferring 









a tremendous favor on any man to inform 
him of the service we are offering. I offer 
no apology to anyone for presenting to a new 
customer a business plan for his estate to be 
executed by the Wachovia Bank & Trust 
Company, because I know his affairs will be 
more efficiently handled than they were while 
in his own hands, and I also know that after 
his death his estate will continue to be ad- 
ministered fully as well as if he had con- 
tinued to live. 

If all of our trust executives are entirely 
sold upon their own plan of operation, and 
see to it that the actual operation of their 
department is efficient and effective, it will 
be much easier to enthuse our sales repre- 
sentatives, so they will also feel that they 
are actually doing a real favor to the custo- 
mer in acquainting him with the services of- 
fered by the trust company, and greater suc- 
cess will be the result of this sincere solici- 
tation. 


Incentive from Headquarters 

If we, as trust executives, do not get this 
enthusiasm about our own business, I am 
persuaded that it is because of a lack of 
knowledge of real trust service, or our par- 
ticular trust department is in the hands of 
the wrong man. When we, as executives, do 
fully realize the possibility and the oppor- 
tunity that is ours, as well as the responsibil- 
ity of our action in every trust transaction, 
each of us will become active advertisers of 
trust services, having in mind always the 
helping of our customers, as well as bringing 
new business to our institutions. We are not 
mere salesmen whose only purpose is to se- 
cure a name on the dotted line, or to add an- 
other piece of business to our files, but we 
are in reality public benefactors in improving 
the condition of our fellow men. 

In conclusion, I should say the executive 
ean be of assistance to the solicitor, first by 
being thoroughly sold on his own business 
and by conducting the department in such a 
way that comparison of like administration 
will not be odious; and, second by being 
ready at all times to exhibit his wares to 
the scrutiny and criticism, and comparison 
of efficiency with other like services. 

Be human; have a genuine interest in the 
problems of your patron, rather than be a 
mechanical automaton which acts by given 
rules under all circumstances, without regard 
to the human eccentricities. If we, as ex- 
ecutives, will do these things, every act of 
our whole force, whether by solicitors or not, 
will produce new business, and the soliciting 
department will have a much easier time 
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than they now have, and the mill, incidental- 
ly, will continue to grind—the grist being 
larger profits for both customer and trust 
company, and a_ growing and _ satisfied 
clientele. 

& & & 


HALF BILLION GROUP LIFE INSURANCE 
CONTRACT 

General Motors Corporation became the 
first half-billion dollar policyholder in the 
history of life insurance, when Alfred P. 
Sloan, Jr., president of the corporation re- 
cently announced an agreement with the 
Metropolitan Life Insurance Company under 
which group life insurance will be made 
available to all General Motors automotive 
dealers and their employees in the United 
States and Canada. Already the largest 
group policyholder, with $347,471,000 of life 
insurance in force on the 160,000 employees 
of its divisions, subsidiaries and affiliates, 
General Motors, by the inclusion of its car 
dealers in the group, will increase the total 
life insurance benefits well past the $500,000,- 
000 mark. 





A radio campaign is being conducted by 
four trust companies in Rochester, N. Y., 
with separate programs, 
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PROBATE RECORDS SHOW WHAT HAPPENED TO 2,579 HARTFORD, 
(CONN.) ESTATES 


Facts and figures speak much louder than 
words, especially when it is a matter of cal- 
culating the various elements of shrinkage 
that enter into the handling of estates and 
the economies that inhere in intelligent will 
writing and selection of executor or trustee. 
The Hartford-Counuecticut Trust Company of 
Hartford, Conn., has accomplished something 
in the way of graphic exhibits and contrasts 
based upon an analysis of all estates pass- 
ing through the Hartford Probate Court, 
which may well be duplicated and is worthy 
of emulation by trust companies and banks 
in other cities. 

This analysis of Hartford probate records 
covered a period of five years from 1924 to 
1928 inclusive, embracing a total of 2,579 es- 
tates, the results of which are presented in 
one of the most effective trust publicity book- 
lets ever put in circulation. The facts and 
figures presented give most striking evidence 
of the very concrete advantages of selecting 
competent trust companies and banks as 
executors and trustees, both as to safe han- 
dling and reduction of waste and shrinkage 
in the settlement of estates. 

The examination showed a total of 3,256 
estates passing through probate during the 
five years under review and of which 677 
were less than $1,000 each and therefore 
eliminated for comparison purpose. Nearly 
one-half of the estates analyzed were in- 
testate and where no will had been left. The 
gross inventory value of the 2,579 estates 
examined amounted to $101,527,259. Of this 
amount $13,909,185 or 13.70 per cent was 
used to defray debts, funeral expenses, taxes, 
administration costs and expenses or paid 
for support of dependents during settlement 
of estate. The net amount distributed to 
beneficiaries of held in trust was $87,618,074 


or 86.380 per cent of inventory value. This 
shrinkage of 13.70 is favorable to Hartford 
and is 4.78 per cent below the national aver- 
age compiled from government tax records. 

The causes of shrinkage are direct and in- 
direct. Among the direct debts account for 
4.63 per cent; funeral expenses, 1.29 per 
cent; allowance to dependents, 1.36 per cent; 
appraisers’ and probate fees, 0.23 per cent; 
executors’, administrators and attorneys’ 
fees, 1.63 per cent; taxes, 3.05 per cent; other 
administration expenses, 1.51 per cent; in- 
direct shrinkages are shown to be due to in- 
sufficient cash to meet immediate obligations : 
insufficient cash in banks and life insurance 
payable to estate; forced sale of securities, 
tangible personal property and business in- 
terests. These causes all lead conclusively 
to the advantage of providing sufficient in- 
surance and making insurance payable to 
trustee under life insurance contract. 

The figures also yield strong argument for 
a proper estate plan, enlisting the services 
of a trained corporate fiduciary. ‘The probate 
examination revealed that the shrinkage of 
estates not governed by will amounted to 
22.59 per cent whereas those with properly 
drawn wills, showed shrinkage of only 12.15 
per cent, a saving of 10.46. Conclusive argu- 
ment in favor of naming trust companies is 
the evidence that shrinkage of estates where 
settled by individuals amounted to 15.69 per 
cent while shrinkage of estates handled by 
trust companies amounted to only 11.69 per 
cent. j 

The dissemination of facts and literature 
of this character cannot fail to make com- 
munities “trust minded.” The MHartford- 
Connecticut Trust Company is to be con- 
gratulated upon an excellent and constructive 
achievement. 














MAJOR FACTORS IN EFFICIENT AUDITING CONTROL OF 
THE TRUST DEPARTMENT 


GUARDING AGAINST ERROR AND DEFALCATIONS 


BENJAMIN E. YOUNG 
Comptroller, Commerce Trust Company, Kansas City, Mo. 


(Epitror’s Nore: The varied and peculiar responsibilities which attach to the protec- 
tion of funds, securities and values held by trust departments, demand the most perfect 
audit control that human foresight or experience can devise. Mr. Young develops a system 
which embraces as the outstanding factors, a rigid system or plan of operation; coordi- 


nated responsibility and actual check and independent verification. 


In the last analysis, 


he says, the problem of protection is one that each trust department must work out for 
itself, governed by tested and matured principles of safety.) 


NE of the most positive duties devolv- 
ing upon the administrative officers 
of a bank is that of providing a com- 

plete and dependable audit control over the 
bank’s values and especially for the protec- 
tion of the trust accounts. There may have 
been a time when the auditor was expected 
to assume and did attempt to carry this load 
of protection. If that idea ever existed, it 
has been discarded, It is not present in the 
minds of bankers or trust officers today. The 
auditor has his place in the plan as definitely 
as the trust officer. The bank or trust com- 
pany executive enters very prominently and 
to a large extent the success or failure of the 
efforts toward protection is measured by the 
readiness with which the executives recog- 
nize their responsibility. 


The Major Factors in Audit Control 

The prime purpose of auditing is to guard 
against honest error and dishonest manipu- 
lation. Either occurrence is naturally detri- 
mental to the best interests of both the cus- 
tomer and the bank. The audit therefore 
provides some measure of insurance against 
the hazards and difficulties and embarrass- 
ments which result from errors or defalea- 
tions. The complete audit program must in- 
clude some main factors, to wit: 

1. A rigid system or plan of operation. 

2. Coordinated responsibility. 

3. Actual check and independent verifica- 
tion. 

Let us develop these three audit factors ta 
the point at which the bearing each has on 
the final objective, namely that of full pro- 
tection to the bank and to the customer, is 
fixed in our minds. Then we may be pre- 
pared to consider their application to each 


of the lines of endeavor 
trust department. 


‘sarried on by the 


Rigid Operation Plan 

Suppose, for the purpose of this discussion, 
you as bank executives and trust officers, 
charge yourselves with the development of 
a plan of operation for the trust department 
of a theoretical bank. You will begin wit) 
this premise: Our system must be such that 
we shall accomplish satisfactory results, both 


B. E. Youne 
Comptroller, Commerce Trust Co., Kansas City, Mo. 
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to customers and to owners; it must be eco- 
nomical of operation, and it must contain 
every conceivable safeguard against error 
and defaleation. 

It is your purpose, then, to provide a trust 
service of such a charcter that people will 
benefit through entrusting their require- 
ments for such services to your bank, that 
through this operation you will realize prof- 
its for your owners. It is your purpose also 
to conduct this operation on an economical 
basis, so that a fair charge for a fair service 
will produce a fair profit. Now, in order that 
neither the service, the safety of the opera- 
tion, nor the profit shall be jeopardized, it 
is your purpose to surround the operation 
with safeguards. The accuracy and safety 
of the operation must first be insured. 

One of the greatest steps toward audit pro- 
tection is a rigid operating plan, under which 
like transactions are always handled by the 
same people in the same way; under which 
exceptions are of rare occurrence and call 
for especial official dispensation; under 
which the trust officer and those attached to 
him are aiming always at some definite, pre- 
determined goal; under which the bank’s 
general policy, as outlined by its executives, 
has been clearly laid down so that all may 
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read and understand. Such is the first of the 
three general factors upon which we must 
base audit control of the trust operation. 


Coordinated Responsibility 

In audit work we proceed upon the theory 
that every man is accurate and that he is 
honest. Under that theory, he is permitted 
to operate, handling transaction after trans- 
action, experience showing that in the main, 
such transactions are accurately and honest- 
ly handled. We all recognize the fact, how- 
ever, that people are subjected to strange 
and unexpected influences which suddenly 
may affect either their accuracy or their hon- 
esty, and we therefore are placed in the po- 
sition of proving to ourselves, constantly, 
that this man, that or the other, has retained 
the qualities which we desire. The frequency 
with which we must secure this proof trans- 
lates this matter into an expensive operation, 
if it is performed purely for the abstract pur- 
pose of assuring that past operations are all 
that we desire them to be. Over a long course 
of years it has been determined that a man 
may set up a very definite resistance to the 
influences which would tend to transform 
him from a careful, honest workman into a 
eareless, questionable one, and quite natural- 
ly it seems certain that the quality of this 
resistance becomes steadily stronger as the 
possibility tends toward the certainty of 
quick detection. 

From the necessity of assuring ourselves 
that all is well and from the moral obligation 
we have of helping our people to resist in- 
fluences which tend to weaken their moral 
fiber, evolves that principle, probably the 
greatest single principle of auditing, coordi- 
nated responsibility. This is a protection we 
may have or not, as we wish. It costs noth- 
ing, it is simple of operation, and wherever 
two people or more are employed, it is ours 
for the asking. Its basis is the divergence 
of interest as between individuals, its per- 
formance the setting to work of those oppos- 
ing interests. As an example, consider the 
issuance of stock certificates: Certificates to 
be issued and signed by one set of people, 
the supply of blanks to be retained by an- 
other person, who has no authority to sign 
and to whom the issuing individuals must ac- 
count for all blanks used. Another example 
is the dual custody of securities, where two 
or more individuals jointly deposit and with- 
draw, each acting as a check on the other. 


The maintenance of a comprehensive sys- 
tem of coordinated responsibility within the 
trust department, covering all operations to 
which it may be applicable, provides the 
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greatest single factor of audit protection that 
has yet been devised. It should be developed 
and maintained to the maximum extent in 
every trust department, involving as it does, 
practically no element of expense. 


Actual Check and Independent Verification 

This is the function of the auditor. He 
must follow the plan of operation to insure 
that it shall accomplish the purpose it is ex- 
pected to serve. Exceptions to the general 
plan must be examined and reconciled. He 
must look into the Division of Responsibility 
to see that it is fully operative, and periodi- 
cally he must review the values or the trans- 
actions with which the department deals, to 
insure that no collusion has taken place be- 
tween the various persons involved in the 
operation. 

One of his missions is to determine as to 
the faithfulness with which the bank’s gen- 
eral policy is applied. Another is to insure 
that the trust department’s own regulations 
are observed. Still another is to find wheth- 
er the desires of the client are being exe- 
cuted. More specifically, his mission is that 
of coordinating the results obtained through 
the operation of all other audit factors and 
of supplementing those results by direct ef- 
fort on his own account. He must insure that 
incoming business is fully and properly re- 
flected in the books, that all securities and 
other valuables have proper lodgment, that 
income to trusts is passed to those trusts, 
that fees for trust services enter the earn- 
ings account. <A further duty is that of ex- 
amining expense items both as to honesty and 
usefulness. 

The tools at the hand of the auditor are 
varied. He may supplement the protective 
features operative in the system by actual 
check or by test check; he may make daily 
or monthly accrual of fees due the bank for 
proof against cash received; he may check 
the receipts of income to trusts against the 
schedule of income due in full or in part, 
reconciling the schedule with the security 
sheets for accuracy, Finally, he may resort 
to direct verification by letter when occasion 
demands. 


The Application of Audit Factors 

The real mission of the factor of actual 
check and independent verification is that of 
measuring the effectiveness of bank policy 
and departmental regulations; maintaining 
the rigidity of the operating plan and the 
principal of dual responsibilty ; supplement- 
ing the results derived from the application 
of those automatic audit factors and filling 
in the gaps between them. 
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To demonstrate the application of the va- 
rious audit factors, let us consider the mat- 
ter of a trust account, let us say a voluntary 
trust, just coming into the department. From 
the listing of the items appearing in the trust 
agreement, together with the valuables them- 
selves, the various values are entered in the 
trust books, the entries being prepared by 
some person designated to handle that par- 
ticular account. Such entries, together with 
valuables, are checked in by say the depart- 
ment’s cashier, who prepares a deposit slip 
to accompany the securities to the vault, 
where they enter dual custody. The valu- 
ables disposed of, the first mentioned individ- 
ual prepares a docket sheet, setting forth all 
matters requiring attention in that particu- 
lar trust, while the cashier prepares a cross 
index of securities, sets up the departmental 
fee card, enters orders for the proper ad- 
dressograph plates, ete. If real estate be 
involved, both prepare certain further rec- 
ords. 


This series of operations encompasses two 
of our audit factors. However, the proper 
setting up of the trust is not complete until 
the third factor has entered, that of actual 
check. We must insure that the books of the 
department reflect the true facts in the first 
instance, else we shall never be able to in- 
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sure that subsequent transactions are fully 
and honestly reflected. Trouble does not 
come, as a rule, from the obvious transac- 
tions which are clearly reflected in the rec- 
ords. It starts, rather, right at the begin- 
ning of things. It occurs like the trick of 
the magician, before we are awake to what is 
going on, an item withheld, one substituted 
or what not. It is here that detailed check, 
by an auditor, is essential, He must insure 
that in the first instance every item is prop- 
erly reflected in the records and that all se- 
curities and valuables called for in the agree- 
ment have been lodged in dual custody. When 
that has been done, he should sign the securi- 
ties sheet to that effect in order that no sub- 
stitute sheet may be used. 

We cannot stress too strongly the desir- 
ability of a correct, audited origination. 
Once in the records, it is not easy to manipu- 
late values. Even ordinary precaution from 
this point forward will insure fair protec- 
tion. Think of all of the large defalcations 
you can—in practically every case, they re- 
sult from a withholding of values rather than 
from the manipulation of values on hand, 
and entered in the records. This principle 
seems particularly true of trust operations. 


So often there is no outside person who is 
sufficiently familiar with the details of an 
estate to act aS an adequate check on the 
bank. 

One further duty the auditor has in inves- 
tigating the origination of the trust account. 
Through some means he must determine that 
the various legal phases of the transaction 
have had the attention of the department’s 
legal minds. The time to iron out any legal 
kinks is before the account goes into opera- 
tion, not after trouble has arisen. This is 
particularly true of investment powers. 


Responsibility for Origination and 
Maintenance 


Rather than dwelling on detailed auditing 
matters, I want to take the liberty of direct- 
ing attention to the responsibility which rests 
upon you for the origination and maintenance 
of the audit control. To the public, the bank 
is its executives, If the bank gives perfect 
service, it is because its executives operate 
it in a perfect manner. If the bank’s opera- 
tions are handicapped by errors and dishon- 
esty, its executives and trust officers are re- 
sponsible. Even if every member of the or- 
ganization, in each of whom you have every 
reason to place implicit confidence, fails you, 
you still have no recourse. You are respon- 
sible. It is up to you to protect that respon- 
sibility. It is up to you to devote sufficient 
time and attention to your operating policies, 
to your departmental procedure, to insure 
that you accomplish your aims, which might 
well be: A service pleasing to the customer 
and to the owner, at a fair price, in a safe 
manner. 

This may be accomplished through the es- 
tablishment of a sound policy which em- 
braces a comprehensive plan of operation in 
the trust department, having due regard for 
the three major principles of audit control: 
A rigid system—coordinated responsibility— 
actual check and verification when necessary. 
These things seem particularly necessary in 
the operation of a trust business where stand- 
ing and reputation are at such a premium 
and where one disastrous experience may 
serve to tear down the good results of many 
years’ effort. In the last analysis, the prob- 
lem of protection is your problem, and the 
amount of thought and care you devote to 
the simple, common-sense safeguards which 
may be thrown around the operation, will be 
reflected in the good or embarrassing experi- 
ences which come to you as the years go by. 
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WORK OF CORPORATE 
TRUST DEPARTMENTS 


by R. G. PAGE 
Vice-President, Bankers Trust Co. 


and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


é ioe is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS CORPORATE AGENCIES 


Mortgages and indentures Corporate reorganizations and read- 

Authentication and delivery of bonds justments 

Sinking funds and releases of prop- Protective and reorganization com- 
avin J mittees 

Defaults and remedies ; : ; 

Collateral trust indentures, note is- Transfer and registration of securi- 
sues, equipment trusts tes 

Escrow and miscellaneous trusts Coupon and divided payments 


An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 


It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency services; covers 
the subject of fees and of vault control. It is in every respect a “‘brass-tack’’ book and the 
first to give the views of one on the inside of corporate trust work, looking out. 


ii ache wwad verncis ne ato a4ed $5.00 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 


Gentlemen: Enclosed please find $5.00 (check or money order), for which kindly 


send me copy of “Work of Corporate Trust Departments,” or you may send me copy 
on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 
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TRUST VAULT CONTROL 
AND EQUIPMENT 


CONVENIENCE AND SAFETY FOSTERED BY 
SIMPLICITY 


H. O. EDMONDS 
Vice-president, The Northern Trust Company, Chicago, III. 








(Eprtor’s Note: Securities and valuables, representing billions in value, are held in 
the trust vaults of trust companies and banks. To guard this vast treasure against error, 
loss or theft calls for up-to-date methods of inside as well as outside control. With the 
diversified services provided by progressive trust companies, the matter is much more 
than that of installing the most improved vaults and automatic devices. The personal 
element of responsibility is equally if not more important. Mr. Edmonds, in describing 


the system developed by the Northern Trust Company, lays stress on simplicity.) 


HE keynote of all operations affecting 

the vault is simplicity. Responsibility 

must be direct and rules easily under- 
stood. Complicated regulations, excessive 
auditing and too frequent handling of securi- 
ties lessens safety and convenience and in- 
creases danger of loss. Every bit of rou- 
tine should be studied with a view of mak- 
ing it more simple and those directly in 
charge must carry their burden with intelli- 
gent interest in the handling of the values 
in charge. They should receive the sympa- 
thetic, intelligent interest of the highest au- 
thorities in the management. 

The fewer the kinds of things carried in 
the vault, the more uniform the method of 
handling and filing, the smaller the number 
who enter or work in the vault normally, 
the simpler the routine of taking out any- 
thing or putting in anything, the safer will 
be the whole situation and the better will 
it serve customers. Convenience and safety 
go hand in hand, aided and fostered by sim- 
plicity. 


How Volume of Safety Vault Business 
Has Increased 


It is more than thirty years since I first 
began handling securities in a vault and tak- 
ing out the collection items. In those untrou- 
bled early years I used to cut the January 
Ist coupons about as follows: Waiting for a 
quiet afternoon in December when there was 
nothing more important on hand—and there 
were sure to be such—I would first write up 
a list in a small memorandum book. At about 
three o’clock when smoking was permitted 
I would light a cigar and go to the cabinet 





in the bank vault where the trust securities 
were kept and cut and place the coupons in 
envelopes, previously written up, completing 
the whole operation before the cigar was fin- 
ished, and then turn the product over to the 
eollection teller. The same operation occu- 
pies a number of men and some labor-saving 
devices the entire month now except such 
time as must necessarily be given to current 
filing work. This increase in volume is found 
in a large number of trust companies all 
over the country and illustrates as well as 
anything else the expansion of trust com- 
pany activities carried on for the safety and 
convenience of a numerous and rapidly in- 
creasing body of customers. In those old 
days the routine was safe and convenient 
because simple and intelligent. At any rate, 
only two men had access to the securities, 
myself and the other trust officer, and I know 
that the other fellow was intelligent. Be- 
fore I joined the force there had been only 
one. Volume has increased since that and 
now the problem is how ‘to handle a large 
amount of securities in the simplest possible 
manner, conveniently and with perfect 
safety. 


Importance Attaching to Custody of Wealth 


At times and under some conditions the 
importance of vault operations may be over- 
looked and ambitious juniors or seniors may, 
in their efforts to get forward and upward, 
fail to appreciate the importance of the place 
where all the evidences of personal wealth 
are stored. Somebody else, they may think, 
should be charged with that—for them the 
higher ‘things of life that lead to the front 
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office and to contacts with important per- 
sons. I have never been able to look at the 
matter in that way. Somewhere at the bot- 
tom of our trust company affairs, usually un- 
derground and surrounded with every safe- 
guard, lies the vault, with all the personal 
values for which you and I are responsible 
stored therein, or cut on receipt, to be drawn 
back at the proper time. 


The control and supervision of it should 
be in the line of promotion to high command. 
No man should be trained for good position 
without including in that training a thorough 
practical familiarity with vault management 
and security handling. There is much to be 
said for those religious and military organi- 
zations that subject their highly trained stu- 
dents to such duties as scrubbing floors, 
kitchen police and similar necessary tasks, 
for the value of the experience thus obtained 
and because one cannot adequately command 
that which he does not fully understand. I 
have always felt that the best trained and 
most promising product of a graduate busi- 
ness school entering our profession misses 
an essential part of his education unless he 
becomes accustomed by hard work and direct 
responsibility to all the details of vault man- 
agement and security handling. 

It should be borne in mind and never 
should it be forgotten, that all the new busi- 
ness activity and brilliant administration of 
business affairs will avail nothing unless 
there is all day and every day a perfectly 
safe and thoroughly convenient administra- 
tion of the security vault and all of those 
things which go into it and which go out 
from it, either temporarily or permanently. 
The scope of vault activities ranges far be- 
yond its outer door. While the vault is rest- 
ing securely on its foundation in Chicago or 
Seattle, it has relations with and gets its 
final discharge from responsibility at New 
York or New Orleans or some other remote 
point. 


Outline of Control System 


I will not offer much in the way of de- 
tail. I will only outline a few items from 
the system which up to now we have found 
best in the affairs with which I am con- 
nected. But before doing so I will repeat 
as I began—Simplicity—simple filing devices, 
uniform in style and convenient for their 
purposes, simple rules, rigidly enforced, few 
officers or employees customarily entering 
vault, simple but accurate systems for requi- 
sitioning out and controlling when out, and 
all closely checked by the auditor. Also, Lord 
send us good auditors! Intelligent ones, with 
a little imagination! Send us fewer audits 
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and better ones, and, of course, always at 
unexpected times. But if the auditor should 
happen to be intelligent and gifted with 
imagination, let him carefully avoid choosing 
a time when half the force is down with 
grippe, a large amount of new business is 
coming in and an unusual customer demand 
is being experienced at the vault. I have 
known an audit to be carried over until next 
day and the vault sealed because the auditor 
was tired. 

We have found nothing better than a sys- 
tem of vertical filing, in drawers of a size 
to take average bonds unfolded, on edge. If 
the vault is properly strong, the filing equip- 
ment need be of steel only heavy enough to 
furnish the necessary stiffness. If the vault 
is in double custody, the drawers should be 
behind metal doors carrying two locks. In 
our case each pair of doors covers a nest 
of six drawers, so that no more than that 
amount of securities is uncovered at one 
time. If the vault is large enough, all filing, 
handling and coupon cutting can be carried 
on inside the vault at an immense saving of 
labor. In our case this is done in a vault 
about twenty-eight feet square but with a 
large enclosed space in front of the vault to 
be used in the future when all space in the 
rault will have been taken up. 

A large size pneumatic tube system con- 
nects the inside of the vault in the second 
basement with the trust security cage of the 
fifth floor, and securities except in large 
packages are never handled in any other 
way. This tube system has a detachable end 
which extends through the emergency door 
into the vault so that the deliveries are from 
the inside of the cage to the inside of the 
vault. In effect the security cage and the 
vault are one and ‘the same thing, securi- 
ties at the vault end of the pneumatic tube 
being in the control of the vault custodians 
and at the other end under the control teller 
of the security department. Perfect ventila- 
tion is provided, and work, even with a large 
number of men as in times of audit, can be 
earried on comfortably in the vault. 


Inside Control 

The little remainder of what I have to say 
ean be divided into two heads, namely, con- 
trol within the vault and control outside the 
vault. As to the first, securities with us are 
filed according to classes of business, as, for 
instance, agent, trustee under will, executor, 
etc. Within each class they are filed accord- 
ing to account numbers. Within each account 
they are filed according to stocks, bonds and 
mortgages, the stocks alphabetically and the 
bonds and mortgages according to interest 
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maturities. Securities are withdrawn only 
under requisition signed by a duly autho- 
rized officer and the duplicate of requisition 
goes at once to the auditor. 


The vault is in double custody. Coupon 
clipping is done by the two custodians with 
the assistance of their relief when necessary, 
making three in all. This work is taken up 
by the custodians immediately after com- 
pleting their current filing work, and carried 
on steadily all day. In case of emergency 
further assistance is provided, but every ef- 
fort is made to carry on the work without 
bringing others into the vault. Coupon en- 
velopes are used as media for clipping. The 
labels on these envelopes are printed from 
addressograph plates very quickly when 
needed, in the mechanical fashion introduced 
within recent years, and all coupon cutting 
is completed before the 20th of the month 
preceding maturity. Coupon envelopes are 
then exchanged with the collection division 
for corresponding credit tickets, which are 
turned over to accounting division directly 
by custodian. 

Hlere is a most important feature worked 
out for us by Arlen J. Wilson, a junior vice- 
president, at a time when he was organizing 
a general collection division for all depart- 
ments of the bank. There is nothing original 
about it, merely applied common sense. Credit 
tickets corresponding with the coupon en- 
velopes have been struck from addressograph 
plates in the same manner as the envelopes 
themselves and delivered to the collection 
division. The collection division exchanges 
these credit tickets for the coupons in en- 
velopes delivered by the vault custodian. The 
vault custodian then delivers his credit slips 
directly to the accounting division for post- 
ing and the further details rest between the 
collection division, the accounting division 
and the auditor. Matured bonds are placed 
in a special file when last coupon is clipped 
and are sent out for collection on requisition 
of the security division. 


Control Outside of the Vault 

The control outside of the vault is that 
system which aims to tie everything as close- 
ly to the vault as possible and insure its ad- 
mission to the vault as soon as possible after 
it arrives in the trust department. It aims 
to make someone definitely responsible for 
each item every minute that it is outside of 
the vault, and to center that responsibility. 
Every receipt for security where no money 
payment is made is signed by an officer and 
a duplicate goes directly from the signing 
officer to the auditor. The latter checks each 
evening to see that securities receipted for 
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Vice-president, The Northern Trust Company of Chicago 


or paid for are entered on the record and are 
either in the vault or in the hand of the 
control teller, security department. Persis- 
tent pressure from above will keep down 
the amount of securities carried over night 
in control teller’s box. Simple rules that 
even dignified vice-presidents must respect 
will do this with a little watching. 

The control teller must know where all 
securities outside of the vault are at all 
times, and must nightly satisfy the auditor 
on this point. This is accomplished by hav- 
ing him receive and deliver all securities and 
keep a record of them between the time he 
receives them from the outside and gets the 
vault custodian’s receipt as his discharge, 
and between the time when the securities are 
taken from the vault and either cash or 
proper receipt is obtained. If securities 
taken from the yault are sent to New York 
or San Francisco they are still at his re- 
sponsibility and must be so shown until the 
final receipt is given or payment made which 
takes them off of his account. In other 
words, the simplest and most direct way of 
keeping track of every item of value outside 
of the vault for any reason is by concentrat- 
ing receipt and delivery of the same at one 
point and keeping a simple record of it. 


Card Systems 
To relate how vault control ties into the 
general accounts and individual trust ac- 
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counts and encounters the auditor’s check 
would lead directly into the great subject of 
accounting and auditing and I will, there- 
fore, avoid it. It is clearly apparent that 
eard systems are back of the operations 
briefly outlined above and I will refer to 
them hastily. We have installed and dis- 
carded several card systems in years past, 
each new installation being an improvement 
over that which it replaced. Courage is 
needed at times to scrap old methods. On 
the other hand, the man who is always 
changing his equipment is very much like 
the man who is always changing his will, 
and both of them resemble the man who 
wastes too much time over the menu when 
ordering dinner. We will charge them all 
three up to the contingent account. 

Two card systems exist with us, on which 
most things depend. They represent all sorts 
of old discarded books, ticklers and systems 
and enable us to do more work and better 
work. The first is the system of addresso- 
graph cards or stencil plates, of metal, each 
e-arrying the full description of a holding of 
bonds, of a stock or a mortgage loan, belong- 
ing to an estate. From these you can get 
envelopes ready labeled in a few minutes for 


all of next month’s maturing items, credit 
tickets to carry those items onto the books, 
advices to customers and many other labor- 
saving, accuracy-producing devices. You can 
get from it a complete list of all the securi- 
ties on the books, faster than the adding ma- 
chine can foot and total the items. These 
totals must always agree with the books of 
account. The second is the security card sys- 
tem which groups all the holdings of each 
security in a series of cards, with a master 
eard carrying the total. You can get from 
it in a few minutes a list of all your hold- 
ings of any security, showing for whom held, 
the nature of your office and other details— 
a most useful thing in this day of convertible 
bonds, bond ealls, stock rights and other 
modern improvements. 


When the Vault Is Congested 

What are you going to do when your vault 
is filled up? The first thing is to throw out 
everything that does not belong there. I once 
eliminated a silk hat and its leather box, 
but that was many years ago. I built a vault 
about twenty-five years ago, 18 by 28 feet in 
area and expected it to carry my hard earned 
savings after I had gone to the happy hunt- 
ing grounds. Five years later one of my as- 
sociates announced that it would soon be full. 
A little careful study of the contents enabled 
us to remove things from the vault which 
never should have been there, and made room 
and increased efficiency at the same time. 

Some years later my associate again an- 
nounced approaching congestion with similar 
results. We replaced that vault last year 
with a larger one. Equipment can be studied 
for efficiency and economy of space. Officers 
and employees can be encouraged to use the 
safe deposit vault for their personal affairs. 
The jewelry and trinkets of estates in your 
charge should be disposed of in a similar 
manner both for safety and economy of space. 
All the papers relating to securities, such as 
recorded documents, abstracts of title, valua- 
tor’s reports, etc. should be in a good orderly 
file, properly controlled, but not in the vault. 
Again—simplicity makes us safe and it 
makes us efficient. It is seldom possible to 
delegate this kind of a task. Remember 
ZEsop’s fable about the farmer who asked 
his neighbors to help him reap the grain. 
Take with you your right hand man, the 
adjutant general of your army—whoever he 
may be—the man to whom you are accus- 
tomed to think out loud—and with his help 
do it yourself. 


If it were possible physically mingle all of 
the securities in all trusts, making the sepa- 
(Continued on page 432) 
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WHY CONCENTRATED EFFORT IS NECESSARY IN 
TRUST SOLICITATION 


ENLISTING COOPERATION WITHIN THE BANK 


FRED W. ELLSWORTH 
Vice-president, Hibernia Bank and Trust Company, New Orleans, La. 


(Epitor’s Note: Trust solicitation does not lend itself successfully to “high pressure” 
methods which obtain in other fields. As Mr. Ellsworth demonstrated in his paper before 
the Mid-Winter Trust Conference in New York, it involves careful synchronization of 
effort, teamwork between the various departments and a background of service which 
fulfills the promises held forth to possible clients. An important point is to avoid waste- 
ful and scattered solicitation by concentrating upon carefully selected prospects.) 


HE outstanding principle of trust so- 
licitation is confidence—such  confi- 
dence, or faith, or belief, or trust as 
the prospect has in his banker, and the re- 
ciprocal confidence that the banker has in 
his prospect. There probably is no more in- 
timate nor delicate relationship in the en- 
tire banking profession than that which 
exists between the fiduciary banker and his 
customer. It is comparable to that which 
obtains between the physician and his pa- 
tient, or the lawyer and his client, or even 
the clergyman and his parishioner. 
3ecause of this perfectly natural condi- 
tion, the development of trust business is 
largely a matter of personal contact, which 
means of course, in this connection, personal! 
salesmanship. But fiduciary banking is rela- 
tively new, and the general public as yet is 
largely unfamiliar with its details and the 
beneficial functions which it performs, and 
so direct personal solicitation alone will not 
suffice. An immense amount of preliminary 
education is essential. This education is pro- 
vided through the medium of intelligent, con- 
tinuous, informative advertising either in 
the press, by direct mail, by means of cor- 
respondence, or by word of mouth—and ali 
of this will be successful or otherwise, de- 
pending upon the degree of confidence that 
it inspires. 


Development of Trust Advertising 

It has been interesting to watch the re- 
markable change which has taken place in 
the character of trust advertising during the 
past decade or two, and the corresponding 
increase in the volume of trust business 
which the banks and trust companies are 
handling. Because of the highly technical 
nature of the service, and the appalling lack 


of information about it, even among our 
business leaders, and, if you please, among 
the majority of bankers themselves, prob- 
ably a greater degree of intensive study has 
been given to the intricate subject of trust 
advertising during recent years than to any 
other feature of financial new business de- 
velopment. And this sincere and painstaking 
concentration is reflected in the uniformly 
high tone which today characterizes most 


FRED W. ELLSWORTH 
Vice-president, Hibernia Bank & Trust Co., New Orleans 
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of our “printed salesmanship.” All of this, 
of course, is background, cultivation, the 
building of confidence, and is for the pur- 
pose of facilitating the successful personal 
solicitation of trust business, and the obtain- 


ing of the actual signature on the dotted 
line. 


Cooperation Within the Bank 

Now, I want to say a word about the rela- 
tionship which in the average bank or trust 
company exists between the trust officers and 
the other executive officers who are charged 
with totally different duties in the various 
departments of the institution. It is an es- 
tablished fact that practically all commer- 
cial bankers are unacquainted with the tech- 
nical details of the trust department, and 
therefore are almost entirely unqualified to 
solicit or obtain trust business. But we know 
that trust business is profitable, that it is 
well worth while, that it enables the bank 
or the trust company to establish an intimate 
contact with substantial customers, and 
thereby furnish them with an invaluable 
service which they cannot fail to appreciate, 
and which in turn, in a majority of instances, 
will mean additional business from them in 
other departments. 

Because of this fact, it seems to me that 
another underlying principle of trust solici- 


tation should spell cooperation from all the 
officers of the institution in the general pro- 
gram to obtain trust business. To accom- 
plish this desirable achievement, it would 
mean that all the executive officers should 
“go to school,” and that one of the trust offi- 
cers should be the school teacher. As a mat- 
ter of fact, some of our banking institutions 
already have adopted this very sensible plan, 
and have been able to accomplish effective 
results. It is no difficult job for any well 
equipped trust officer to outline a series of 
practical talks which will give his brother 
officers a working knowledge of the funda- 
mentals by which they can initiate trust 
business, which later can be followed up and 
completed by the experienced trust officer. 


Bank Officers ‘‘Go to School’’ 


One bank that follows this sort of pro- 
gram holds meetings of its senior officials at 
regular intervals. These meetings are con- 
ducted principally along discussional lines. 
One subject considered is the state law as it 
applies to the fiduciary functions of the trust 
company, and this is followed by a thorough 
and analytical consideration of the actual 
forms used in the trust department covering 
the duties of the executor, the trustee, the 
administrator, the tutor, the curator, the 
custodian, the agent, etc. 


It is an obvious fact that most people 
prefer to do business with folks with whom 
they are personally acquainted, and this is 
particularly true with regard to business of 
so confidential a nature as that transacted 
in the trust department. It is far more sat- 
isfactory to both sides, therefore, when a 
customer can discuss his trust business with 
a personal friend, even thought that friend 
happens to be active in some department 
other than that devoted primarily to trust 
business. Now after this “class” has been 
meeting for several months, and the mem- 
bers have gained a working knowledge of 
the subject, the new business department is 
‘called upon to furnish the officers with a 
prospect list. Each officer selects a few 
names of personal friends who are likely 
potential customers, and assumes the respon- 
sibility for inviting their business. As a 
mild stimulus to prompt and sincere action 
it is decided that reports on all prospects 
are to be made at weekly meetings. 

Business of this character, of course, does 
not come rapidly, and in the instance that 
I have cited results so far have not been 
particularly large although a number of good 
accounts have actually been obtained. The 
beautiful feature of the plan is that with- 
out unduly burdening any of the bank officers 
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with very much additional work, it gives 
promise of ultimately increasing the business 
of the trust department far more rapidly 
than could possibly be the case if the entire 
official family were not working on it: 

Another institution has adopted the plan 
of holding educational trust meetings in their 
branches where as a rule no trust facilities 
exist. Twenty-nine of these meetings at- 
tended by more than 8,000 people were held 
in 1930, and as a direct result, during the 
first six months of the year, approximately 
40 per cent of all the new trust business 
filed with the parent bank was originated 
in branches that maintain no trust depart- 
ment. 


Centralization of Responsibility 

Another underlying principle of trust solici- 
tation, and one which every sizable bank 
should recognize and put into practice, is 
the assigning to one of the trust officers the 
specific responsibility for new business effort, 
so that new business leads may surely be 
originated, followed up, and crystallized into 
actual business on the books of the depart- 
ment. What is everybody’s business is gen- 
erally nobody’s business, with the result that 
where there are two or more trust officers, 
each is likely to become submerged by the 
inevitable minutiw of his daily duties and 
forget all about the desirability of obtaining 
new customers. An experienced trust officer, 
with a bent for new business, entirely di- 
vorced from the daily routine of the depart- 
ment, and with the cooperation of his brother 
officers throughout the bank, can build the 
business of his department in a very substan- 
tial manner, thus adding materially to the 
profits of his institution, increasing the num- 
ber of satisfied customers, and in a reciprocal 
manner helping all the other departments by 
added business from its trust clients. 


Concentration 

Another underlying principle of trust so- 
licitation is “concentration.” And by concen- 
tration I mean bearing down on the rela- 
tively few prospects instead of broadcasting 
to reach the multitude. Reliable figures that 
were compiled not long since indicate that 
in a group of representative banks and trust 
companies, located in widely separated cities 
of our country, out of every thousand cus- 
tomers 108 patronized the commercial de- 
partment, 670 the savings department, 52 
the safe deposit department, 150 the bond 
department, and only 20 the trust depart- 
ment. Obviously, therefore, in seeking trust 
accounts, the same widespread methods that 
are commonly employed in seeking commer- 
cial or savings business, not only are not 
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necessary but are actually foolishly extrava- 
gant. If but two per cent of all the bank 
prospects are possible customers of the trust 
department, any form of solicitation, whether 
by advertising, correspondence, or personal 
contact, should have in mind the preparation 
in advance of a carefully selected prospect 
list, which should comprehend concerning 
each prospect all of the available informa- 
tion regarding his wealth, income, business 
connections, family, personal habits, hobbies, 
ete. By this method a tremendous amount 
of waste energy and useless effort is auto- 
matically eliminated, and the maximum of 
concrete results assured by concentration on 
the most likely prospects. 

The functions performed by trust depart- 
ments are unique. They possess the happy 
faculty of enabling the customer to roll from 
his shoulders his financial worries and cares 
and transfer them to an efficient corporation 
equipped by nature and experience to handle 
his fiduciary affairs with accuracy, and pre- 
cision, and dispatch. In spite of all the edu- 
eation that has been going on for the past 
fifty years there are still hundreds of thou- 
sands of our citizens who do not know of the 
peace of mind and the comfortable satisfac- 
tion that can be obtained by placing their 
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affairs in the hands of a competent trust 
company. It is our job, and our duty to 
conduct a continuous campaign of construc- 
tive informative education for the benefit of 
these people, for the benefit of our institu- 
tion, and for the benefit of our stockholders. 

If the underlying principles—‘‘Confidence,” 
“Cooperation,” ‘Centralized Responsibility,” 
and “Concentration of Effort’—that have 
been emphasized in this brief discussion can 
help in this sort of campaign, it is my hope 
that those of our fraternity, who may not 
have been applying them, will take hold of 
them and use them industriously, sincerely, 
and continuously, and if they will do that, 
they can be sure of obtaining a substantial 
and profitable reward. 

od & 
WARNING AGAINST WAGE CUTS 

A warning against widespread wage cuts 
as an aid to business recovery is sounded in 
the current issue of The Business Observer, 
monthly review of the Foreman-State Na- 
tional Bank of Chicago. While price de- 
clines have in a measure served to restore 
purchasing power, a curtailing of wages 
would react unfavorably on the now fairly 
stabilized commodity price market and cause 
further delay in the long awaited return to 


normal business. The Foreman-State publi- 
eation sets forth this point concisely as fol- 
lows: 

“When all of the factors in the situation 
are examined, the movement to reduce wages 
in the interest of business recovery appears 
to be largely unsound. By permitting wages 
to hold, while prices decline, purchasing 
power will be enhanced and such commodity 
prices as have already fallen beyond the gen- 
eral trend of prices will tend to be brought 
back in line, if, but only if, the wage costs 
entering into them are not reduced. On the 
contrary, if wage reduction were to become 
a widespread policy at the present time, it 
would undoubtedly intensify the commodity 
price recession, curtail buying power still 
further, and prolong the depression.” 





The Irving Trust Company of New York 
announces the promotion of Leon J. Weh- 
bring, assistant secretary, to assistant vice- 
president, and the appointment of O. B. Low- 
man to assistant resident counsel. 

H. S. Covington has been elected a director 
of the Guardian Union Group, Detroit, Mich., 
and assumes larger responsibilities as execu- 
tive vice-president of the National Bank of 
Commerce. 
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ROYAL TRUST COMPANY OF CANADA ADMINISTERS OVER HALF 
BILLION TRUST ASSETS 


Assets under administration 
Company of Canada, 

office in Montreal, increased last year 
from $4838.152.ST0 to $531,.677.440. an_ in- 
crease of nearly $50,000,000 and bearing evi- 


dence that 


by the Royal 


Trust which has its 


head 


general business conditions stimu- 


late rather than slow up the growth and 
demand for trust service. These aggregates 


do not take into account stock transfer agen- 
cies and the figures for bond trusteeships and 
liquidations. The pace at which the 


pany’s trust business is growing may be ob- 


com- 


served from comparative figures. At the 
close of 1924 total assets were $357,000,000 


and at the close of 192S $441.100.000. The 
ereat bulk consists of estates. trusts and 
agency accounts which have increased from 
$219.000,000 to $374.000.000 at the close of 
last vear and representing a gain during 
1930 $41,000,000, Paid-up capital has in- 


crensed from $1,000,000 in 1927 to $2,000,000, 
fund from $2,500,000 in 1925 to $3,- 
and with unappropriated 
close of last vear of $596,519. 


reserve 


TOO.000 profits at 


The thirty-first annual report of the Royal 
Trust Company showed net profits for the 
last vear of $621,993 and adding the amount 
brought forward from December 31. 192%, 
vielded total of $817,861. Dividend and 
bonus disbursements amounted to $500,000, 
and after payment of taxes, transfer of 
$50,000 to pension fund suspense account, the 
sum of $396.519 was carried forward in 
profit and loss account. Although net profits 
than for 1929, the re- 
sults must be considered eminently satisfac- 
tory. considering general business. The de- 
crease in earnings is largely due to loss of 
reyenue in the stock transfer department and 
exjrimsion charges. Owing to advancing date 


were less 


somewhat 


of quarterly dividend, the actual payment of 
dividends shareholders last yvenr were at 
the rate of $360,000 per annum. 


to 


The annual meeting was presided over by 
Sir Charles Gordon, G. B. E., president of the 
company, who felicitated the management 
upon the year’s showing. The affairs of the 
company were reviewed in more detail by 
the general manager, R. P. Jellett,. who com- 
mented upon the growing demand for fidu- 
ciary protection and assistance in planning 
wills and lifetime trusts, bring practical ex- 
perience to bear upon the drawing of doeu- 
ments by lawyers. He dwelt upon the prob- 
lem of building up at the main office in Mon- 
treal and at the branches a sufficiently ex- 
perienced and capable personnel to meet the 
requirements of constant growth of trust 
business. Action was taken also at the an- 
nual meeting authorizing the sum of $50,000 
to be set aside for the establishment of a 
pension fund for the benefit of the staff. 

The Royal Trust Company began business 
in 1899 and has a most successful career. 
Its branch offices are located in leading cen- 
ters of the Provinces from the Atlantic 
the Pacific. 


to 


Stephen W. Sleeper of Sleeper & Dunlop, 
Boston realtors, has been elected a director 
of the New England Trust Company of Bos- 
ton. 


W. J. Kommers, vice-president and senior 
trust officer of the Old National Bank & 
Union Trust Company of Spokane. Wash., 


has been appointed a member of the trust 
development committee representing the Pa- 
cific Northwest States of the Financial Ad- 
vertisers Association of America. 
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TORONTO GENERAL TRUSTS CORPORATION COMPLETES FIFTY 
YEARS OF PROGRESS 


As the first trust company organized and 
operated in Canada, the Toronto General 
Trusts Corporation celebrates a half century 
of growth and service. Exceptional interest 
attaches to its experience because, unlike 
trust companies in the United States, the law 
of Canada and the provinces prohibit com- 
mercial banking and confine trust company 
powers to fiduciary services. The record of 
progress, in character of services and earn- 
ings made by the Toronto General Trust Cor- 
porations and other leading Canadian trust 
companies, testifies to the fact that the exer- 
cise of trust business without commercial 
banking functions, can be developed most 
profitably. The results show, moreover, that 
restriction to trust powers makes for added 
degree of public faith and refinement of serv- 
ices. 

The Toronto General Trusts Corporation 
began business in 1882 and the completion 
of the half century mark shows aggregate 
assets of $220,986,461 with increase during 
the past year amounting to $25,491,611. Capi- 
tal account at close of 1980 amounted to 
$7,145,878, a substantial gain for the year; 
guaranteed trust and certificates $17,604,000, 
a gain of nearly four millions and estates, 
trusts and agencies under administration, 
$192,103,799, an increase of nearly $20,000,- 
000. Net profits last year amounted to $516,- 
229 compared with $530,029 in 1929 and with 
$217,411 brought forward from previous year 
making $733,641. Dividend disbursements 
on the basis of 12 per cent amounted to 
$360,000; taxes, $60,000, and after writing 
off $55,926 for office premises and equipment, 
leaving $257,712 carried forward to present 
year. 

At the well attended annual meeting of 
stockholders, general conditions as well as 


the progress of the corporation, were re- 
viewed by the Hon. N. W. Rowell, K.C., 
LL. D., the president and General Manager 
W. G. Watson. Attention was directed to the 
difficulties encountered by agricultural inter- 
ests in the western provinces of Canada. As- 
surance was expressed by President Rowell 
in summarizing the situation in Canada, as 
follows: “I believe Canada has suffered less 
than almost any other country in the present 
world-wide depression, and I do not believe 
any country is more likely to recover speed- 
ily from the effect of the present depression 
than Canada. Our great natural resources, 
our climate and the character of the Cana- 
dian people are the guarantee of our future.” 

Vacancies on the board of directors caused 
by death were filled with the election of Vic- 
tor Ross, vice-president of the International 
Petroleum Corporation and the Hon. Charles 
McCrea, K.C., M.P.P., Minister of Mines for 
the Province of Ontario. 


TRANSFER TAX RULING IN 
PENNSYLVANIA 

The Department of Revenue of Pennsyl- 
vania in a recent letter has reversed its 
former practice of imposing a stamp tax of 
two cents per share upon all transfer of stock 
in Pennsylvania having a par value of $100 
or less, with the exception that a transfer to 
two persons on the same certificate is consid- 
ered and taxed as two separate transactions. 


The Blackwood Trust Company and the 
First National Bank & Trust Company of 
Blackwood, N. J., have been merged. 

The Dallas Bank & ‘Trust Company and 
the Dallas National Bank of Dallas, Tex., 
have been merged with combined resources of 


$13,000,000. Ernest R. Tennant is president. 

































(Epiror’s Note: 


of a conservative and reliable character. 


HE growth during the past few years 
in the number of people in this country 
who own securities has been very large. 
This is evidenced by the increased number 
of stockholders of our leading corporations 
and the many new operating and holding 
companies that have been formed, adding 
thousands of holders of equity and fixed in- 
ecome-bearing securities. Interest in securi- 
ties on the part of the public and the desire 
to purchase both for investment and for trad- 
ing purposes has at times amounted to a 
frenzy. The results of reckless speculating 
and the unwise purchase of securities are too 
apparent to need comment. We cannot say, 
however, that by any means all who pur- 
chased securities during the year or so pre- 
ceding the fall of 1929 or subsequently were 
purchasing for profit alone or were speculat- 
ing, A very large number were buying secu- 
rities for investment. 
3y securities I do not by any means refer 
to common stocks alone. Bonds and preferred 
stocks as well as common stocks fall within 
the scope of this discussion. It might be 
said here also that the present relatively de- 
pressed condition of the security market is 
not an important factor in this discussion, 
although the psychology of the situation at 
the present time may be opportune. Losses 
caused by shrinking values usually breed 
conservatism. 


Services of Investment Counsel Organizations 

This increased public participation in the 
security market has naturally given rise to 
an increasing demand for financial informa- 
tion and opinion. Increased insistence for 
accurate information will prevent the loss of 
many millions now lost annually in the pur- 





MEETING THE DEMAND FOR CONSERVATIVE AND 
RELIABLE INVESTMENT COUNSEL 


TRUST FUNCTIONS AND CONTACTS AFFORD RARE OPPORTUNITY 


RAYMOND H. TROTT 
Vice-president, Rhode Island Hospital Trust Company, Providence 


Increase in number of people owning securities and the psychology 
following recent experiences, have created a very definite demand for investment counsel 
Mr. Trott, in his paper delivered at the recent 
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chase of fake and worthless securities. This 
demand for financial information and the 
willingness of a portion at least of the secu- 
rity owning public to seek and be governed 
by intelligent guidance has resulted in the 
formation of investment counsel organiza- 
tions. 












































These organizations furnish statistical and 
general information relative to various secu- 
rities and sell investment advice. The larger 
and better equipped investment counsel or- 
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ganizations have for the most part served 
their clients well and are performing a very 
necessary service to those security owners 
who seek their advice, For the most part, 
investment counsel do not sell securities and 
do not concern themselves with the actual 
handling of their clients’ securities. In many 
instances, a bank has the care and custody 
of securities that are under the direction of 
investment counsel. Investment counsel un- 
dertake to analyze their clients’ securities, 
make recommendations for such Changes as 
they feel are necessary to make the list meet 
the client’s requirements and continue to su- 
pervise the account, making such suggestions 
for sales and purchases as seem desirable in 
the light of economic and market conditions. 

Some investment counsel confine their rec- 
ommendations to securities of the highest 
grade, others place their clients in special 
situations seeming to offer opportunity for 
profit or increased income. 
sel maintain 


Investment coun- 
organizations of 
greater or less efficiency and some, in addi- 


statistical 


tion to purely statistical organizations, main- 
tain organizations of economists who con- 
cern themselves with broad underlying con- 
ditions. It is reasonable to suppose that as 
long as investment continue to ren- 
der efficient service to their clients they will 


counsel 


continue to prosper and with increasing suc- 
Some investment coun- 
sel base their fee upon the amount of securi- 
ties bought and sold by their clients up to 
an annual maximum. others charge a fee 
based upon the aggregate of securities under 
their charge. The success of the few of high 
repute has given, as is usual, impetus to the 
activities of others whose motives and meth- 
ods are questionable and for whose ability 
little can be said. 


cess to their clients. 


Other Mediums for Investors 

In addition to those who give investment 
advice, there are other investment counsel 
or investment managers who frankly stress 
their ability to make money for their clients 
in telling them what and when to buy and 
sell. Their charge is based upon the amount 
they make for their clients. For the purpose 
of this discussion we need not concern our- 
selves with this sort of activity. 

Brokerage and investment some- 
times conduct an investment counsel service. 
This is often done without charge, compen- 
sation being received as commission on such 
securities as are sold to the 
commission on 


houses 


account or as 
exchange business. 
There must always be the query, however, as 
to how far impartial advice is tempered by 


stock 
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the possibility of profit to the advisor, The 
better type of brokerage and investment 
houses are undoubtedly performing a valu- 
able service. 

As an incident to the offering of invest- 
ment advice, the purchase of securities of 
an investment trust managed by the broker 
or investment counsel is sometimes urged. 
There can be little argument against the the- 
ory of the investment trust. If properly 
managed, investment trusts perform a splen- 
did investment service for their stockholders 
and should in the long run prove their worth. 
Abuses are possible and the results of un- 
ethical and unintelligent management of in- 
vestnent trusts are too apparent to need 
comment. The investment trust is by no 
means the sole answer to the need of invest- 
ment guidance. 


As a result of the activities of investment 
counsel and others seeking to give invest- 
ment advice, the management of securities 
aggregating hundreds of millions of dollars, 
probably several billions of dollars, is under 
the direction of 
tion other than 


someone or organiza- 
the owner of the securities, 
and this aggregate will undoubtedly continue 
to be enlarged. The growing complexity of 
our economic life and the increasing realiza- 
tion that the ability necessary in the suecess- 


some 


ful handling of investments does not 
sarily follow the abiilty to create 
is every day becoming more apparent. 


neces- 
wealth 


Building Up Investment Services in 
Trust Companies 

Now let us ask, “What is the position of 
the bank in the light of these facts?’ Clients 
of investment counsel are inevitably custo- 
mers of some bank—a very great many are 
customers of banks with trust departments of 
varying sizes. Many are customers of banks 
with statistical and investment organizations 
larger and more efficient than those of invest- 
ment counsel they employ. Many are benefi- 
ciaries of trusts handled by banks. 

What is the answer? The answer is, in my 
opinion, that the demand of their customers 
is and will with increasing insistence force 
banks to give this service. It would seem 
that banks should build up such investment 
and statistical organizations as their size 
warrants and, if convinced of their ability to 
serve their customers with investment advice, 
should seek to do so. Ability to serve well 
should be the determining factor in leading 
a bank to undertake this work, The bank 
without the adequate facilities should not 
undertake this service. The bank not able to 
afford an investment and statistical organiza- 
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tion of its own might conceivably act in con- 
junction with investment counsel. 

A great many banks offer what is usually 
known as custodian service. This activity in- 
volves the care and custody of the securities, 
the collection and remission of income and 
principal items and the keeping of accounts. 
Other banks have an agency service which, 
in addition to the service rendered in a ¢us- 
todian account, involves the giving of infor- 
mation and advice relative to investments. A 
few banks have what is sometimes called 
an investment management service where se- 
curities are taken and changes made without 
consultation with the owner of the account. 
This type of account is sometimes handled 
by the security company affiliated with the 
bank. 


Broadening Scope of Agency Account Service 

It would seem that the type of investment 
counsel service best suited to the bank may 
be offered in conjunction with the ageney ac- 
count so-called. This investment counsel 
service as offered by the bank should not, 
it seems, be separated from the physical han- 





dling of the 
accounts. 


securities and the keeping of 
It does not seem within the prov- 
ince of the bank to sell investment advice by 
itself, if indeed within the legal scope of 
a bank’s activities. Investment advice should 
be one of the incidents of the general agency 
arrangement. This would seem to be for the 
mutual advantage of the owner of the ace- 
count and the bank. Mechanical details may 
vary and the scope of the arrangement be a 
broad or a narrow one. Changes should be 
made only with the approval of the owner 
of the account and he should remain the own- 
er in every sense of the word, free to take 
or reject the recommendation of the bank. 

If it is desired that the bank exercise con- 
trol over investments without the approval 
of the owner of the account. it would seem 
as though the securities should be handled 
under a deed of trust. Securities in an agen- 
cy account may be kept in the name of the 
owner of the account, or, if more convenient, 
possibly in the name of a nominee. In this 
respect, that is, the giving of investment ad- 
vice only in connection with the handling of 
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the securities, the 
investment counsel. 


bank differs from most 
Duty to Conserve Rather Than Create 
There is another and more fundamental 
difference in the handling of such an account 
by a bank that, it seems to me, should be 
urged with particular emphasis. In the ad- 
ministration of trust funds, it is a_ well 
known principle that it is the duty of the 
trustee to conserve rather than to create. So 
too, in the giving of investment counsel sery- 
ice by banks, it seems to me that the position 
of banks demands that this fundamental 
concept be stressed. The bank cannot under- 
take to create wealth for its customers by 
means of these accounts and continue to fill 
its true place in our economic structure. Ap- 
preciation of principal should be secondary 
and incidental to conservation. If the status 
of the account is such that sound equities can 
be purchased, we are told that over a period 
of years, these equities will increase in value 
with the increased prosperity of the country. 
But this possible appreciation should not be 
the dominating factor in the solicitation and 
management of the account by banks. 


It is on this fundamental position that the 
attitude of the bank should, I think, differ 


from that of many investment counsel. Some 
investment counsel, possibly most investment 
counsel, hold out the element of appreciation 
as the most attractive feature of their serv- 
ice. In stressing appreciation, there is a 
temptation to advise the purchase of securi- 
ties that do not meet the test of conserva- 
tism. Special situations are sometimes urged 
that carry a speculative appeal rather than 
one of investment merit, 


Meeting the Demand for Conservative 
Investment Service 


In the handling of these accounts, however, 
the bank should adopt an aggressive invest- 
ment policy and, if stocks are desired (and 
in many instances they will be), the bank 
should be prepared to meet the demand with 
confidence and vigor. This involves an in- 
telligent conception of the customer’s finan- 
cial condition. Obviously, the comparatively 
small account of the widow calls for invest- 
ments that differ from those that the large 
account of the active business man may jus- 
tify. The type of securities to be purchased, 
the companies to be represented and the pro- 
portions called for are questions that the 
bank must answer. The proper time to buy 
or sell is not too easily recognized even in 
the handling of an investment account. Con- 
servatism must be the keynote, but conserva- 
tism without stagnation. 

Aside from the desirability of handling 
these accounts conservatively and advocating 
securities of only the highest grade from the 
standpoint of the agency account alone, 
banks doing a trust business where conserva- 
tism is necessary cannot and should not un- 
dertake to handle in their trust departments 
any accounts that do not demand the highest 
type of conservative investment activity. It 
is of course not necessary to say that the 
same high degree of ethical dealing should 
surround the agency account as surrounds 
the trust account. Needless to say, securi- 
ties should not be sold to the agency account 
by the bank or by the security affiliate of the 
bank without the full knowledge of and the 
specific direction of the owner of the account. 


Opportunity Offered by Trust Contacts 
The opportunity of a 
tact between 


close personal con- 
the owner of the account and 
the bank is one that should prove of mutual 
advantage and incidentally pave the way 
for a future demand for the bank’s other 
services. It is entirely possible that the de- 
velopment of the service by banks and the 
increasing reliance of customers on banks 
will go a long way to correct and prevent 
(Continued on page 432) 





DISCUSSION AND PROCEEDINGS 


OF THE 


Cwelfth Mid-CGinter Trust Conference 


UNDER AUSPICES OF THE TRUST COMPANY DIVISION OF THE 
AMERICAN BANKERS ASSOCIATION, HELD IN NEW YORK 
FEBRUARY 17, 18 and 19, 1931 


HERE were no symptoms of business 
depression, no feeling of “marking 
time” or of uncertainty, at the six 
Twelfth Mid-Winter Trust 
Conference, conducted under the auspices of 
the Trust Company Division of the Ameri- 
can Bankers Association and held at the 
Commodore in New York, February 17th, 
1Sth and 19th. The dominant spirit was one 
which reflected the uninterrupted and even 
the accelerated growth of trust business 
throughout the country, during one of the 
most difficult vears of business reverse in 
the history of the United States. 

As confirming the lively situation in the 
trust field there was the record attendance 
and zeal for cultivating new sources of busi- 
ness, and broadening the scope of personal 
trust service to reach larger areas of popu- 
lation. Perhaps most significant was the 
blending of common purpose and striving for 
advanced standards of usefulness, shared 
alike by trust companies, national and state 
banks engaged in trust service. 


sessions of the 
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Credit belongs to Secretary Henry E. Sar- 
gent of the Trust Company Division for a 
new and more effective arrangement of the 
program and described by Judge Standeven 
“as starting with Genesis and ending with 
Revelations.” In logical sequence the first 
session was devoted to addresses and discus- 
sion on trust advertising and media; the 
second to personal solicitation and evaluat- 
ing new trust business; the third devoted to 
organization and coordination of manage- 
ment; the fourth to accounting and mechan- 
ical equipment for greater efficiency; the 
fifth to administrative policies and unifica- 
tion of trust laws and practices and the last 
dealing with important and timely 
questions relating to trust investment proce- 
dure and policies. 


session 


First Session—Impressive Growth of 
Trust Business 

Uninterrupted growth of new trust busi- 
ness during a year of severe business depres- 
sion and the added responsibilities which 
attach to trust service, served as the text 
for the opening remarks and address by Gil- 
bert T. Stephenson, the presiding officer and 
president of the Trust Company Division. 
The increase in trust business and new ap- 
pointments, as based on the 1930 survey con- 
ducted by the Trust Company Division, were 
summarized in the February issue of TRUST 
CoMPANIES. The figures revealed, that during 
last year the number of nominations of trust 
institutions under wills that have not yet 
become operative, based on returns from re- 
porting trust institutions, both state and na- 
tional, amounted to 48,812 as compared with 
36,193 in 1929, representing an increase of 
35 per cent. Appointments under wills of- 
fered for probate, also represented an in- 
crease of 35 per cent over the previous year. 
The rate of increase of living trusts, com- 
piled from reports of 560 trust institutions, 
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was even more marked—44 per cent in num- 
ber and 67 per cent in volume aggregating 
$1,015,769,000. The past year also witnessed 
an increase of 60 per cent in volume of trus- 
teed life insurance, making total of $4,000.- 
000,000 of the $108,000,000,000 life insurance 
outstanding, which is now payable to trust 
companies and banks as trustee to be ad- 
ministered in accordance with the terms of 
life insurance trust agreements. 

Referring to statements that a large pro- 
portion of the nation’s wealth is being tied 
up under trustee administration, Mr. Stephen- 
son said: 

“T believe that I discern a tendency among 
trust men, themselves, to discourage the trus- 
teeing of property even for charitable pur- 
poses for long and indefinite periods of time. 
If I correctly read the signs of the times, 
they indicate that thoughtful trust men, as 
well as thoughtful testators and creators of 
trust, are now looking upon trust institu- 
tions more and more as channels through 
which property should flow freely from gen- 
eration to generation under proper. safe- 
guards and protective provisions rather than 
as pools into which the property of any gen- 
eration should be poured, there to remain 
until it becomes stagnant. For this reason. 
the popularity of trust institutions is attested 


far more accurately by the number of new 
nominations and appointments they receive 
during a stated period than by the volume 
of trust assets they hold under administra- 


tion at a stated time.’ 


Resources of Trust Institutions 

After making allowances for non-reporting 
trust institutions, the compilation made by 
the Trust Company Division, shows a total 
of 4,247 trust companies, national banks, 
state and savings banks which are actively 
conducting trust departments, embracing 
1,414 trust companies, 1,829 national banks, 
774 state banks and 230 savings banks. This 
compares with 2,701 institutions conducting 
trust business in 1925 and 1,777 in 1915. As 
distinguished from trust amountin:s 
to many more billions, the banking resources 
of trust institutions aggregate $47,199.528,000 
of which the trust companies hold $15.307,- 
448.000 and the national banks $23,529,097 
With state banks reporting $7,774,.203,000. 


Limiting Trusts to Those Who Need Them 

Commenting on the responsibilities in- 
volved in the huge aggregation of wealth 
under the stewardship of trust companies and 
banks, Mr. Stephenson said that testamentary 
and living trusts should be executed only for 
those who need them and then only so long 
as the need lasts. Speaking further on this 


assets 
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phase and after describing groups that need 
trusts, he said: 

“But quite a different situation exists 
with respect to the estates left to able-bodied 
business men. The problem here lies in th 
excessive use of trusts. Too many men of 
family and estate, enamored with the trusi 
idea, create trusts under will or 
ment by which they leave estates in trust 
for sons, as well as daughters—not simply 
until these sons are 21 years of age anil 
through school or until they reach a stated 
age of maturity, which is commendable, but 
until they are 45 or 50 years of age or even 
for life and that, too, without empowering 
the trustee to make partial distributions for 
needs that may arise or for the development 
of their special talents. Too many men at- 
tempt still further to protect their sons by 
means of general spendthrift provisions in 
their wills and trust agreements. In thus 
endowing their sons for life such fathers 
ignore the fact that social and economic con- 
ditions change rapidly and that men of today 
cannot provide intelligently for 
What may be their sons’ needs a generation 
hence. Such indiscriminate and injudicious 
trusteeing of property after all need of pro- 
tection or guidance of a trustee has ceased 
cannot fail to inspire in the minds of able- 
bodied, independent men whose inherited es- 
tates were thus tied up justifiable resentment 
towards trust companies and arouse in the 
public mind reaction against the whole insti- 
tution of trusteeship. * * *” 


The Philosophy of Trust Advertising 

Following President Stephenson the first 
session was devoted to addresses on various 
phases of trust advertising and publicity 
medium. Francis H. Sisson, vice-president 
of the Guaranty Trust Company ot New 
York and chairman of the Committee on Pub- 
licity of the Trust Company Division, was 
presented as the one man who has done, 
perhaps, more than any other man in Amer- 
ica to promote, develop and elevate the stand- 
ards of trust advertising. His paper. which 
is published elsewhere in this issue of TRUST 
COMPANIES, was devoted to “The Philosophy 
of Trust Advertising.” (See page 351.) It 
was Clearly a masterpiece on that subject 
and embodied the observations and conelu- 
sions derived from many years of practical 
experience. He first traced the marked 
change in the quality of advertising and 
progress made in the educative appeal, the 
primary purpose of which lies in delivering 
the message of the fundamental advantages 
of the trust company in the administration 
of estates and trusts. 


by agrer- 


foresee or 





TRUST COMPANIES 


Newspaper Advertising and the Market for 
Trust Service 

Charles H. McMahon, assistant vice-presi- 
dent of the First National Bank of Detroit, 
and first vice-president of the Financial Ad- 
vertisers Association was the next speaker. 
Iie discussed “Newspaper Advertising’ and 
presented an illuminating picture of the 
value of newspapers as mediums for trust 
companies and presenting interesting results 
from a recently conducted survey of the 
character and scope of newspaper influence. 
Mr. MeMahon detailed the following adyan- 
tages to trust companies : 

Newspapers reach all the people. 

Newspapers are an ideal educational me- 
dium and trust companies need to educate 
the people to an appreciation of their 
services. 

Newspaper advertising, even to a limited 
number of prospects, is economical. 

Newspapers have the advantages of speed 
and frequency, which a trust company 
use to good advantage. 

At the conclusion of the address by Mr. 
McMahon a question was propounded from 
the floor by Robert F. Guild of the Old Col- 
Trust Company of Boston, as to why 
newspapers charge a higher rate per 
line for financial advertising than the charge 
of national advertising. Mr. McMahon re 


can 
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plied that there are only nine newspapers 
left in the United States which charge finan- 
cial advertisers a higher rate than that 
charged for other forms of advertising. These 
newspapers justify the higher rate by claim- 
ing that they render a greater service to 
financial advertisers than to any other busi- 
ness; that they maintain a financial depart 
ment, conduct market tabulations. Mr. Me 
Mahon added that financial advertisers have 
heen making a fight against this higher rate 
for years and that it is unfair to financial 
advertisers because financial departments and 
market information are required and de- 
manded by rather than primarily 
i service to financial advertisers. 


readers, 


Direct-by-Mail for Trust Promotion 

Carl K. Withers, trust officer of the First- 
Mechanics National Bank of Trenton, N. J.. 
was the next speaker. His text was “Direct 
by-Mail Approach” as one of the most effee- 
tive media for the production of new trust 
business. Mr. Withers has had an experience 
of fifteen years in trust promotion and ad- 
ministrative work. Ile imparted suggestive 
information and said among other things: 

“Direct-by-mail advertising is one of the 
most appropriate and effective of all media 
employed in trust promotion. I appro 
priate, because it has the quality of being 
intimate and personal; effective, because it 


say 
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is individual, and can be made to reach a 
prospect at the proper time and in the place 
most receptive to thoughtful consideration— 
the home. It further has the advantage of 
ultimately proving its effectiveness in actual 
results achieved. 

“The immediate response and _ ultimate 
number of appointments which any consis- 
tent effort along the line of direct-by-mail 
advertising may be expect®d to produce will 
vary with the type of material used, the 
time of treatment and character of pros- 
pects. A three per cent return from any 
mailing or campaign is above and one per 
cent nearer the average return.” 


Diverse Media for Trust Advertising 

One of the “meatiest” addresses of the en- 
tire Conference, was the next contribution 
by Allan B. Cook, vice-president of the 
Guardian Trust Company of Cleveland, en- 
titled “Other Advertising Media.’ It became 
quite evident from his survey that the Guard- 
ian Trust Co. of Cleveland has not only cov- 
ered practically every available channel for 
the development of trust business, but has no 
hesitation in sharing the results of such ex- 
perience with other trust companies. It was 
the kind of address when delegates get out 
their note books and jot down valuable point- 
ers to apply to their own problems. 

The experience of the Guardian Trust Com- 
pany, as related by Mr. Cook, covered a 
period of years and embraced, besides news- 
paper and direct by mail, such “other” me- 
diums as outdoor signs, street car cards, 
window displays, lobby signs and _ posters, 
booklets and literature of a varied character, 
ete. This campaign taught the company what 
type of advertising was most productive and 
the type which failed to yield satisfactory 
results. (This address appears in another 
part of this issue of Trust COMPANIES and 
deserves careful reading. ) 


New Committee Appointed 


The first session of the Conference came 
to a close with an announcement from the 
chair that a new committee of the Division 
has been appointed to study any suggestions 
or recommendations as to furthering the use- 
fulness of the Division, which might be of- 
fered by members, and to incorporate find- 
ings at the spring meeting of the Executive 
Committee. This committee is composed of 
Judge Thomas C. Hennings, vice-president 
of the Division and vice-president of the 
Merecantile-Commerce Bank & Trust Com- 
pany of St. Louis; R. M. Sims, chairman of 
Executive Committee of the Division and 
vice-president of American Trust Company, 
San Francisco, and Deputy Manager Henry 
E. Sargent of the Trust Division. 
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Second Session—Trust Solicitation 

The second session, presided over by R. M. 
Sims, chairman of the Executive Committee 
of the Trust Division, was chiefly devoted 
to addresses and discussion of the various 
aspects of trust solicitation and valuing as 
well as paying for trust new business. In 
his preliminary remarks Mr. Sims announced 
that the Pacific Coast Trust Conference will 
be held in San Francisco on or about October 
22d and 23d and urged his hearers to plan 
attendance and contribute to the success of 
the gathering. 


An Erroneous Impression 

“Some mention has been made during the 
luncheon hour,” continued Chairman Sims, 
“that these appalling figures of trust growth 
and volume of trust assets, which were read 
this morning, seem to convey the impression 
that trust companies and trust service were 
for men of large means. That is a mistaken 
impression. The attendance here from repre- 
sentatives of banks in smaller communities 
would indicate that there is earnest endeavor 
everywhere to make this service, which is 
the finest service I think that can be ren- 
dered by any human institution, available 
for anyone who wishes to have his family 
protected and his property conserved. 

“We have gone very far in California 
about doing this with our branch banking 
system. The several institutions out there 
who have a large number of branches are 
endeavoring to place service in every one of 
their branches, so that it is available to every 
small community, and I am happy to say 
the service is appreciated and the general 
public throughout the state is more regard- 
ing the trust administration, either for es- 
tate or trustees under will, or private trusts, 
as the modern, scientific and satisfactory 
way of disposing of their property.” 


Underlying Principles of Trust Solicitation 

There was no need to introduce the first 
speaker, Fred W. Ellsworth, vice-president 
of the Hibernia Bank & Trust Company of 
New Orleans, judging from the hearty ap- 
plause which greeted his appearance on the 
platform and expressive of the affectionate 
regard in which he is held by members of 
the trust company fraternity. His instruc- 
tive paper, which appears on other pages 
in this issue of TrRusT COMPANIES, Was de- 
voted to the topic: “Underlying Principles of 
Trust Solicitation.” 

“Tt occurs to me in starting off this paper,” 
said Mr. Ellsworth, “if there is an under- 
lying principle in trust solicitation, the first 
expression of that would be a matter of con- 
fidence-—-the confidence or the belief or the 
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faith or the trust that the prospective cus- 
tomer has in his banker and the correspond- 
ing faith and trust that 

his prospective customer.” 


the banker has in 


Mr. Ellsworth stated that the development 
of trust business, because of its nature, is 
largely a matter of personal contact or per- 
sonal salesmanship. Educational avenues are 
necessary and cooperation within the bank. 
ile pointed to valuable results obtained from 
educational meetings where all executive 
officers “go to school” and where the trust 
officer is the school teacher. He urged cen- 
tralization of responsibility for new business 
effort; concentration of effort upon potential 
prospects and the need of continuous educa- 
tional campaigns. 

The next speaker was Walter Tresckow, 
assistant vice-president of the Central Han- 
over Bank & Trust Company of New York, 
who discussed the “Training of Trust Sales- 
men.” The noteworthy success attained by 
Mr. Tresckow in training trust salesmen and 
developing new business at the Hanover 
Bank & Trust Company, imparted additional 
interest to his contribution to the Conference. 

The Right Kind of Backing From 

Headquarters 
Frank Page, vice-president and associate 
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trust officer of the Wachovia Bank & Trust 
Company of Winston-Salem, N. C., was next 
introduced and dwelt upon the topic: “Sup- 
port of Trust Salesmen by Executive Offi- 
cers.” In introducing Mr. Page the chairman 
remarked : 

“Mr. Page has many qualifications for the 
address which he is going to make. He is a 
man of fine education, fine service to his 
country, fine experience in business affairs, 
but I think best of all, he has something 
which I know a great many of us envy in 
him—he has had a fine personal, intimate 
contact with one of the ablest and best trust 
men in the country, and that is, Colonel 
Fries. Any man who has had any associa- 
tion and any contact with that organization 
knows what it is to receive support from the 
head of the institution, and I don’t know 
anyone who has been more loyal in his sup- 
port of the trust department.” 

The address by Mr. Page, which appears 
on page 377 of this TRUST Com- 
PANIES, gave accent to that fine spirit of trust 
service which has characterized the career of 
the Wachovia Bank & Trust Company and 
which permeates the entire personnel. Mr. 
Page left no doubt that trust salesmanship 
cannot be expected to come up to the mark 
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without the right kind of backing from 
headquarters and executives who are thor- 


oughly ‘“‘sold’” on 


institution. 


the services of their own 


The closing address of the session and one 


of the features of the Conference program, 
was that by Frederick R. Behrends. vice- 
president of the California Trust Company 
of Los Angeles, on “Valuing and Paying for 
Trust New Business.” (See page 369.) The 
paper commanded keen interest because of 
the fact that it was based upon the actual 


experience and the research work conducted 
by Mr. Behrends for his own institution. 


Third Session—Trust Department 
Organization 

The presiding officer of the third session 
was Judge Thomas C. Hennings. vice-presi- 
dent of the Trust Company Division and 
vice-president the Mercantile-Commerce 
Bank & Trust Company of St. Louis. Ie 
introduced and called for a few remarks 
from Rome G. Stephenson, president of the 
American Bankers Association and president 
of the St. Joseph County Loan & Trust Com- 
pany of South Bend, Ind. Mr. Stephenson 
replied by congratulating the Division upon 
the growing attendance and the instructive 
discussions which mark the annual mid- 
winter conferences. 


of 


Operating and Personnel Efficiency 
One of the “high spots” of the Conference 


was the contribution of the next speaker, 
Frank W. Blair, chairman of the board. 
Union Guardian Trust Company, Detroit, 


Mich., and former member of the Trust Com- 
pany Division of which he has been one of 
the most loyal supporters. Mr. Blair ad- 
dressed himself to the subject: “The Impor- 
tance of Emphasis Upon Operating  Effi- 
ciency.” His yigorously expressed views pos- 


sessed prime interest in their bearing upon 


current business and operating conditions, 
demanding economy and _— efficiency. He 
affirmed the viewpoint that trust manage- 


ment must concern itself with adequate earn- 
ings and dividends for stockholders as well 
as satisfactory service to customers and prop- 
erty protection. (Mr. Blair’s address appears 
on page 345.) 


In the discussion which followed regarding 


the proportion of profits that should be 
earned by the trust department on = gross 
earnings, Mr. Blair advised that earnings 


would largely depend upon how much of the 
capital of the company is allocated to the 
trust department. He alluded to restriction 
in Michigan where estates are being admin- 
istered under fees prescribed by laws passed 
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in 1849, which makes it impossible to show 
a profit in estates of less than $50,000. 


Charting Personnel and Functions 
In the absence of the next scheduled speak- 


er, Gwilym A. Price, owing to illness, his 
prepared paper on “Organization of Verson- 


nel and Functions of a Trust Department,” 
Was read by Wilfrid Murtland, assistant sec 
retary of the VPeoples-Pittsburgh Trust Com- 
pany, of which Mr. Price is vice-president 
and trust officer. Mr. Price is compiler of 
the booklet, “One Hundred Questions and 
Answers on Business Insurance Trusts.” The 
paper by Mr. Price (see page 359) deseribed 
the organization plan successfully developed 
in his institution. As a help to the delegates 
in following the description copies of the 
working chart were distributed in the audi- 
ence and which is reproduced with the ad- 
dress appearing on page 359 of this issue 
“Coordination of Trust Department Activi- 
ties” was the subject of the next paper by 
Maclin EF. Smith, trust officer of the Bir 
mingham Trust & Sayings Bank of Birming- 
ham, Ala... and based on experience. The last 
speaker at this session was L. H. Roseberry, 
vice-president of the Security First National 
Bank of Los Angeles. who described the sys- 
tem of “Coordination of Trust and Bankiny 
Department Activities,” developed in the in- 
stitution with which he is associated. 











H. L. STANDEVEN 


Vice-president, Exchange Trust Company, Tulsa, Okla., 
who presided at one of the Trust Conference sessions 





TRUST 


Fourth Session—Equipment, Ac- 
counting and Auditing 


Modernized mechanical equipment,  ac- 
counting control and auditing of the trust 
department constituted the principal topics 


at the fourth session. 
of the most 
tire 


This proved to be one 
illuminating sessions of the en- 
conference, revealing the remarkable 
advance made not only in the application of 
automatic mechanical devices to trust ac- 
but also to equipment of a flexible 
character. suiting the requirements of 
und sinatl trust departments. 
member of the 


counting. 


large 

Judge TH. IL. 
executive com- 
of the Division and vice-president of 
the Exchange Trust Company of Tulsa, Okla., 
was in the chair. 


Standeven, 
mittee 


Show of Hands on Modernized Trust Equip- 
ment and Mechanical Devices 

Proceedings began with a 

address on 


(Charles A, 


most interesting 
“Equipment for 


Iefficieney” by 
Schreyer, 


vice-president of 


coming Trust Company, Williamsport, Pa. 
(See page 311.) He brought out the fact 
that ingenious mechanical devices have been 


invented by specialists which not only afford 
ai large saying in time and money, but which 
make for greater economy and the demands 
of efficiency and accuracy and speed in con- 
nection with the rapid 
of trust business. 


increase in volume 
During the discussion which 
Schreyer’s paper, J. 


followed Mr. 
I). Adams, trust depart- 
manager of the Union National Bank 
of Troy, N. Y¥., asked for a show of hands 
by delegates as to how many trust companies 
and banks use machine equipment in their 
trust departments and how many adhere to 
the old pen-and-ink methods. The show of 
revealed that about one-half used 
machines and one-half pen-and-ink methods, 
with a considerable number of delegates, re- 
maining “neutral.” Chairman  Standeven 
urged the advisability of securing permanent 
records in view of the fact that trust activ- 
ity extends over a long period and the pos- 
sibility of many lawsuits in the making. 


ment 


hands 


“It behooves us all,” said Chairman Stand- 
even, “to look to the permanency and the 
completeness of our trust accounting, so that 
those who may follow us in the future may 
have a picture of what is going on today, 
even though they were not present when the 
accounts and the conditions 
we all knew about it. 
nay be 


were here and 
In other words, there 
many trust men in the country who 
trust to memory and trust to the memory of 
their employees on a great many cases, and 
that is fatal in any well organized trust 
department.” 
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Vault Equipment and Control 


“Vault 


Equipment and Control” was the 
subject of 


the next address by H. O. Ead- 
monds, vice-president of the Northern Trust 
Company of Chicago. (See page 387.) Sim- 
plicity of checking outside and inside con- 
trol and up-to-date protective equipment, 
were the outstanding factors. 

Mr. 
Standeven 


Commenting on 


Edmonds’s paper, 
Chairman 


said: “The thought 
that I have out of this whole thing is that 
the customer gets all of this for one-half of 
one per cent, or 
It is most 


less, as the case may be. 
remarkable, the security that is 
offered to our customers for their securities 
and the services that we render to them for 
the nominal charge that the trust companies 
charge, and yet that is the question that is 
uppermost in the mind of the man who wants 
to make his will, because that is about the 
first question he asks the trust officer—What 
is it going to cost?’ 

“Essentials of Trust Accounting’ was the 
subject of the succeeding address by Charles 
II. Plenty, vice-president of the Hackensack 
Trust Company of New Jersey. The session 
was concluded with an address on “Trust 
Auditing” by B. E. Young, comptroller of the 
Commerce Trust Company of Kansas City, 
Mo. (See page 381.) 
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Fifth Session—Trust Department 
Administrative Policies 

The fifth session justified the promises of 
Chairman Hennings that it would be one of 
“headliners.” The first to be introduced was 
Lewis E. Pierson, chairman of the board of 
the Irving Trust Company of New York, who 
gave a timely presentation of “Trust Admin- 
istrative Problems in View of Present Eco- 
nomic Conditions,’ which appeared in the 
February issue of Trust COMPANIES. He 
dealt with the rapidly changing economic life 
of the nation, the evolution in banking pro- 
cedure and necessity of trust service keeping 
pace with these changes. He emphasized the 
appropriation of business experience, simpli- 
fication of trust operation as well as stand- 
ardization and the social as well as protec- 
tive responsibilities which inhere in trust 
management. 


Advisability of Co-Executors and Co-Trustees 

In the discussion which followed the ad- 
dress by Mr. Pierson, the question was raised 
as to the advisability of encouraging co- 
executorships and co-trusteeships, to which 
Mr. Pierson responded as follows: 

“If you always endeavor to be the sole 
executor and trustee, you are running up 
against psychology that is very hard to over- 
come. Apply it to yourselves. Wouldn’t you 
rather have a business friend who knows 
about your business have a voice in the han- 


President of Trust Company Division, American Bankers 
Association 
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dling of your estate than to leave it entirely 
to the routine—if I may so describe it—of a 
trust company’s handling, where perhaps 
there may be a very competent officer in 
charge, and at times there may not be as 
competent an officer in charge. 


“T have applied it to myself. I would 
rather have it with a friend with a voice. 
I want the corporation, a corporation, as 
custodian, as accountant, as a voice in the 
investment, but also to have a friend of busi- 
ness experience, particularly in the early 
stages of winding up and settling the estate, 
tied in with his business judgment alongside 
of the trust officer of a trust company. I 
have tried to apply it to myself and that 
is the result that I have arrived at.” 

The suggestion was forthcoming, during 
further discussion that the same _ results 
aimed at by Mr. Pierson, might be obtained 
by providing in the will or trust agreement, 
that all matters of major importance the 
trust company shall consult with members 
of the family of the business associates of 
the deceased. 


Uniformity of Trust Laws and Practices 

“Executors’ and Trustees’ Powers” was the 
subject of the next address by Louis S. Head- 
ley, vice-president and trust officer of the 
First Trust Company of St. Paul, Minn. An 
important contribution to the Conference was 
the following address on ‘Administrative 
Questions Under Insurance Trusts—Life and 
Business,’ by Andrew J. Davis, vice-presi- 
dent and counsel, Provident Mutual Life In- 
surance Company, Philadelphia, Pa. (See 
page 317.) The session came to a close with 
an address on “The Need for Further Uni- 
fication of Trust Laws and Practices,’ by 
Edward J. Fox, president of the Easton 
Trust Company, Easton, Pa. 

During the discussion which followed the 
paper by “Executors’ and Trustees’ Powers,” 
the chairman, Mr. Hennings said: 

“Mr. Headley, in his paper, referred to 
the English and Wales Executor and Trustee 
Act. It is contrary to the policy of these 
meetings to advertise any books, but there 
were two books published last year that are 
of great importance to trust men, both of 
them referred to in Mr. Headley’s paper. 
One is the admirable work by our own Judge 
Gilbert Stephenson, on the English Executor 
and Trustee Business, which has just been 
published. The other is the work referred to 
by Mr. Headley—a revision of Daniel S. 
Remsen’s book, which most of the lawyers 
have considered a textbook on Wills and 
Administration. In the proposed revision 
of the book on “The Preparation of Wills and 











Trusts, Mr. Remsen had associated with 
him R. H. Burton-Smith and Gerard T. Rem- 
sen. I suppose a number of you gentlemen 
received letters from these gentlemen during 
the preparation of this work. They have had 
the assistance of the leading corporate fidu- 
ciary men of the country in gathering ma- 
terial and have had the benefit of the con- 
structive criticism of distinguished trust 
counsel with particular reference to useful 
and necessary administrative powers to be 
included in trust instruments. 


“It is a matter of keen interest to cor- 
porate fiduciaries to know that the Com- 
missioners on Uniform Laws have a com- 


mittee at work on an Uniform Trust Admin- 
istration Act similar to the English Trust 
Administract Act known as the Trustee Act, 
1925.” 


Sixth Session—Policies Governing 
Trust Companies 

The sixth and closing session of the Con- 
ference was devoted chiefly to problems and 
discussion relating to trust investments and 
latest developments in this important phase 
of administration. The first speaker was 
Leroy McWhinney, vice-president of the In- 
ternational Trust Company of Denver, who 
presented the results of a nationwide ques- 
tionnaire addressed to trust executives as 
to the practicability and advantages of “Ex- 
tending to Trusts the Principle of Mingled 
Investments.” He also announced that an 
important ruling has been rendered by the 
Internal Revenue Department which holds 
that income from commingled trust funds is 


not taxable to trustees but to ultimate bene. 
ficiaries. (See page 333.) 


orgy 


Trustee’s Responsibilities with Regard to 
Original Investments” was the subject of the 
next address by Austin W. Scott, a member 
of the faculty of the Harvard Law School for 
the past twenty-two years. (This paper ap- 
peared in the February issue of Trust Com- 
PANIES.) Mr. Scott’s paper was one of the 
most important and timely presented at the 
Conference. He was draftsman of the Uni- 
form Fiduciaries’ Act and is now engaged 
upon a restatement of the Law of Trusts for 
the American Law Institute. 


Mr. Scott was listened to with eager at- 
tention because of the problems which pre- 
sent themselves in connection with original 
investments in trust accountants and of re- 
cent court decisions bearing upon the sub- 
Ject. At the conclusion of his paper Mr. 
Scott alluded to the favorable change in the 
attitude of trust representatives in regard 
to enlisting outside advice in the drawing up 
of trust statutes. He said: 
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Restatement of Trust Law 


“We have all got to work together in 


these matters. In working with the Ameri- 
can Law Institute, we have a group of ad- 
visors which is composed of law professors 
and judges and practicing lawyers, and I 
have tried to get, and have succeeded in 
getting among the lawyers, men who are 
doing a good deal of work as counsel for 
trust companies and are thoroughly familiar 
with their problems. We are not drafting 
any statute in the American Law Institute. 
What we are trying to do is simply to re- 
state the law. Where it is a little doubtful 
we lean toward what is the better view, but 
it is not at all codification, it is not legisla- 
tion that we have in view. That may follow 
later, perhaps, but our task is simply to 
show where we now stand. 

“Tt seems to me when we come to the 
matter of legislation it is very important 
that not only should the lawyers, the profes- 
sors, perhaps, and the trust officers, be repre- 
sented, but there is another group who, as 
far as I know, are never represented, and 
that is the economists.” For some strange 
reason, the economists do not seem to take 
any great interest in trusts. When it finally 
comes to enacting any legislation, I hope and 
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trust that all of the groups may join together 
in drafting any such statute.” 


The next speaker introduced was Raymond 
H. Trott, vice-president of the Rhode Island 
Ilospital Trust Company of Providence, who 
discussed “Investment Counsel Service by 
Trust Companies.” (See page 399.) The sub- 
ject acquired timely interest because of the 
greater reliance of investors upon the ex- 
pert and disinterested as well as conservative 
counsel of trust companies, especially in 
view of the sad experiences of the past year 
or two in connection with the liquidation of 
inflated security values. 


The tinal address of the Conference was 
on “Drafting Wills and Trusts to Save 
Taxes.” prepared by Joseph J. Robinson, tax 
counsel, Chicago Title & Trust Company, 
which appeared in the February issue of 
Trust Companies. Mr. Robinson is author 
of the book published last Fall and entitled 
“Saving Taxes in Drawing Wills and Trusts” 
which has speedily become a recognized au- 
thority on the subject. At the conclusion of 
Mr. Robinson’s instructive paper, the Confer- 
ence came to a close. AtLan B. Coox 


ae ae at Vice-president, Guardian Trust Company, Cleveland 
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departinents that the records show not a 
single dollar of loss of estate or trust funds 
where placed in the custody of trust com- 
and banks, due either to failure or 
malfeasance, has received editorial Comment 
in numerous newspapers throughout the 
United States. The following is from a re- 
cent issue of the Atlanta Constitution of At- 


panies 


lanta, Ga.: 


Safety in Trusts Funds 


“In many respects the most remarkable 
record of stability of values set up during 
the past eighteen months of trying financial 
depression is revealed in the findings, re- 
cently made public, of a survey of trust funds 
made by the TRust CoMPANIES Magazine. 
Votwithstanding the closing of more than 
13800 banks during the past year, involving 
liabilities of more than a billion dollars, this 
survey developed that there has not been 
a single dollar of trust fund money lost as 
the result of failure, malfeasance or delib- 
erate mismanagement. 

So remarkable is the showing made as to 


NEWSPAPER COMMENT ON SAFETY OF TRUST ADMINISTRATION 


The exhibit published in the January, 1931, 
issue of ‘TRUST COMPANIES Magazine confirm- 
ing from official sources of 47 state banking 


the safety in trust administration, that the 
Trust COMPANIES Magazine frankly e.xr- 
presses its amazement in editorially com- 
menting upon the result of its survey, * * * 
The Trust COMPANIES Magazine goes on to 
point out that the findings of its survey con- 
stitute a conerete assurance of a type of 
public which should be comforting 
to our people as a whole, because of the con- 
clusive manner in aichich it demonstrates the 
effective safeguards thrown around assets in- 
vested in trust funds, and the consequent cer- 
tainty of continued income much 


service 


however 


financial or economic conditions may change. 


“Had there been more trust funds in ex- 
istence at the beginning of the depression 
which has resulted in the wrecking of so 
many private fortunes, there would be fewer 
dependents now suffering from lack of in- 
come because of estates dissipated by the 
crash of values during the past cighteen 
months. 

“No estate exists that would not be on a 
sounder, safer basis if at least some of its 
assets were in trust funds. The income might 
not be as great, but this slight loss in rev- 
enue would be vastly overcome by the degree 
of security which would be afforded.” 
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UTILIZING AVAILABLE BANK LOBBY SPACE FOR CUSTOMERS’ 
EXHIBITS TO FOSTER GOOD WILL 


The publicity department of the Union 
Trust Company of Cleveland has hit upon 
a brand new idea in capitalizing free space 
in the main bank lobby. The plan is to de- 
vote available space to exhibits in behalf of 
customers, thus creating good will of the 
public toward the customers’ products and 
at the same time gaining the good will of 
the customers towards the bank. Since the 
Union Trust Company is centrally located 
and thousands of patrons as well as pedes- 
trians pass daily through the spacious lobby, 
the space for exhibits is eagerly sought after. 

The plan has been in operation for about 
a year and the demand has ealled for in- 
creasing the amount of lobby space for cus- 
tomers’ exhibits. The results in good will 
and directing public attention to native prod- 
ucts, have exceeded the most sanguine ex- 
pectations. A feature is the diversification 
of exhibits. In one of the usual two-week 
periods allotted to exhibitors there was dis- 
played mimeograph equipment, gasoline and 
oil, commercial art, automobiles and home 
steam boilers. This diversification is typical, 
for there have been exhibits of everything 





from pneumatic tools and air compressors to 
an exhibit of sculpture and paintings by an 
art dealer. Yet in spite of this diversification 
all report an acceleration of business as a 
result of these exhibits and all ask for space 
again as soon as it is available. The dis- 
plays are of exceptional merit and involve 
a great deal of preparation. Nearly every 
exhibit is accompanied by a demonstrator. 
No exhibitor, however, is permitted to sell 
his products from the display space. 

A display installed by Vita Dry Ginger Ale 
furnishes an example of a typically elaborate 
display. Four professional models played 
ecards and drank ginger ale while cold ginger 
ale was served to the thirsty observers. The 
whole display was set amid palms and pre- 
sented a cool restful appearance. Another 
elaborate display installed by the Ohio Bell 
Telephone Company demonstrated teletype 
apparatus. Three of these machines were in- 
cluded in the exhibit. Two of these machines 
were so arranged that girls operating them 
could exchange messages across the exhibit. 
The third machine reproduced dispatches all 
during the day. 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 
LEGAL NATURE 
PANIES. 
OFFERED FREE OF CHARGE.] 


CONSTRUCTION OF CHARITABLE TRUST 
(The death of an individual trustee 
and complete change of conditions affect- 
ing a charitable trust avill not result in 

a failure of the trust.) 

Charles Stark died in 1908. His will left 
certain moneys in trust for his wife during 
her life and after that $125,000 to be held 
by his friend, Abbott Lawrence, in trust for 
the establishment of a hospital for poor chil- 
dren to be known as Stark Hospital. After 
the death of his wife, a corporation was to 
be formed and it was to contract to build a 
hospital to the satisfaction of Abbott Law- 
rence and the directors. Another provision 
stated that if Abbott Lawrence died in the 
interim, a named court should appoint his 
successor. Abbott Lawrence died before the 
plan was completed, Due to an increase in 
costs there was not enough money 
out the testator’s plan for an 
hospital, so a contract was drawn whereby 
the Milwaukee Children’s Hospital 
some land to the Stark Hospital. 


to carry 
independent 


deeded 
Heat, nurs- 


ing and kitchen service were to be supplied 


under such circumstances as to 
Stark Hospital full control. The lower court 
held that the Stark Hospital as organized 
Was entitled to the money. 


give the 


Residuary legatees of Stark appealed. In 
the higher court the judgment was affirmed. 
The fact that Abbott Lawrence, in whom the 
testator placed great confidence died, did not 
mean that the testator intended the trust to 
fail. He made an express provision for this 
contingency. The trustees devised a work- 
able plan which will prove beneficial to 
children and have done it in a way to ef- 
fectuate, in as high a degree as possible, in 
view of the limited means and changed eco- 
nomic conditions, the wishes of the testator. 
— Matter of Stark. Wisc. Supreme Ct. De- 
cided February 10, 1981. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 
I ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 
SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


VESTING OF LEGACY 
(A legacy of income from a testamen- 
tary trust will not rest until the testa- 
tor’s estate has been administered.) 

The testator gave to three trustees $40,000 
out of his general estate, to be invested and 
reinvested by the trustees and the income 
therefrom to be paid to the widow quarterly 
during her life. The estate was promptly 
probated and closed, and the fund of $40,000 
decreed to and vested in the trustees by final 
decree of the probate court about fourteen 
months after testator’s death. The debts 
and expenses of administration exceeded the 
income from the estate during the period of 
administration. 

It was held that the widow is not entitled 
to interest on the $40,000 during the period 
of administration while the estate was in 
the hands of the executors, as it did not 
vest until after administration.—Matter of 
Bergman. Minn. Supreme Ct. Decided De- 
cember 19, 1930. 


WILL CONSTRUCTION 
(The class of heirs who will take on 
failure of life tenant’s deter- 
mined at the testator’s 
death.) 


The will of William Whiteside created a 
trust. the income of which was to go to his 
daughter, Mary, for life and in the event of 
her death without issue the rest was to pass 
to “my heirs and next of kin who would 
be entitled to take same under the Intestate 
Laws of Pennsylvania.” Mary left no issue. 
The question was whether it passed to her 
estate, she having been next of kin at the 
time of the settlor’s death, or whether it went 
to the next of kin determined as of the date 
of Mary’s death. 

The court held that it goes to her estate. 
In the absence of an express intention to 


issue is 


time of the 
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the contrary, the class is determined at the 
time of the testator’s death. The phrase 
“who would be entitled” shows no contrary 
intent, but merely indicates an 
in the testator’s mind at the time he wrote 
the will.—Matter of Whiteside. Pema, Su- 
preme Ct. Decided January 26, 1931. 


uncertainty 


JOINT BANK ACCOUNTS 

(The right of the survivor of the joint 
tenants of a savings bank account to take 
the whole at his co-tenant’s death is not 
affected by a provision of the latter's 

will.) 
Michael 
and wife. 


and Mary Cleary were husband 
Five bank accounts were main- 
tained in their joint names in various banks. 
One of the accounts was opened by Mary in 
her own name and she subsequently gave the 
bank a written order to “Pay to Michael 
Cleary alse.” The other accounts were 
opened by Michael in the joint names of him- 
self and Mary. During his life Michael re- 
tained all the pass books and made all de- 
posits and withdrawals. In his will appeared 
the following: “Any savings bank 
that may be in my name and in my wife’s 
name as joint accounts are my own property 
and have not been given to my wife by me.” 

The held that the bank 
were held under valid contracts to pay the 
balance on the death of one joint tenant to 
the survivor, and Mary was entitled to the 
whole.—Holyoke National Bank vs. 
Supreme Court, Massachusetts, 
January 7, 1981. 


books 


court accounts 


Bailey. 
Decided 


POWER TO CONVEY REAL PROPERTY 
(An administrator c-t-a has no power 
to convey real property aithout a court 
order issued on Resulting title 
will be 
Here, some time before her death the tes- 
tatrix entered into certain contracts for the 


notice, 
unmarketable. ) 


Chestnut Street at 15th 


COMPANY 


Philadelphia 








sale of real property owned by her. After 
her death, the then owner of the vendee’s in- 
terest in the contract sought to pay the bal- 
anee due and receive proper deeds. 

The administrator ¢-t-a applied to the Sur- 
rogates Court for a decree directed against 
the prestunptive heirs calling upon them to 
show Why the administrator should 
not be permitted to execute proper convey- 
ances as provided in the land contracts. All 
of the persons interested in the conveyance, 
as presumptive heirs at law, however, were 
not served with notice of the application for 
the decree. Accordingly, it held that 
the failure of notice placed a cloud upon the 
title of the purchaser making it unmarket- 
able. Since the title intended to be conveyed 
Was unmarketable, recovery of the amounts 
paid must be allowed and a lien therefore 
impressed upon the property until payment 
had been made. 
rs. Rothschild, 
York. 


cause 


Was 


Warson Realty Corporation 
Court of Appeals, New 
Decided January 6, 1951. 


LAPSE OF LEGACY 

(A legacy will not lapse because of be- 
quests to a charitable organization schose 

limited charter income may be erceeded 

by acceptance of the legacy.) 

The testatrix left to the Maryland State 
Bible Society. whose charter limited its an- 
nual income to $10,000, a gift of $1,000 of 
saltimore City and a specific legacy 
of 81.000, Certain portions of the residue 
were left to the “Home for Incurables for 
Men.” in Baltimore and to the “Home for In- 
curables for There 
corporation known as 


stock 


Women,” in Baltimore. 


was in Baltimore a 
the “Home for Incurables 
which the testatrix knew of. 
received 


of Baltimore,” 
While it hadn’t 
inmates both sexes were 
within its scope. The will was contested on 
various grounds by the kin. 


men as 
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The Southern California business of 
your clients and yourselves can best 
be served by an organization devoted to 
Trust Service Exclusively 


CALIFORNIA Trust Company 


INVESTED CAPITAL $1,800,000 
LOS ANGELES 


Owned By 
CALIFORNIA BANK 


with total resources of more than 
$115,000,000 


It was held among other things, that the 
mere fact of two gifts of the same amount 
to the Bible Society is insufficient to raise a 
presumption of satisfaction or ademption. 
To exceed the limit in receiving income is 
not a private wrong, but merely a violation 
policy which only the may 
Further, since there was only one 
organization for incurables which could fulfil 
the description and purposes described and 
since the testatrix 
will in her home city of Baltimore knew of 
this, it is reasonable that the one organiza- 
tion known to her is the one intended. 
Therefore both gifts to the Home for In- 
curables go to the one corporation.—Home 
for Incurables of Baltimore City vs. Bruff 
et al. Md. Ct. of Appeals. Decided January 
14, 1981. 


of state state 


redress. 


when she drew her own 


C. R. Palmer, president of Cluett, Peabody 
& Company, Inc., has been elected a member 
of the board of directors of the Manufac- 
turers Trust Company of New York. 

Hermon L. Underhill, vice-president and 
secretary of the Peoples Trust Company of 
Binghamton, N. Y., will become affiliated in 
an executive capacity with the Union Trust 
Company of Rochester. 


HERBERT L. DAVIS JOINS WASHINGTON 
LAW FIRM 

Herbert L. Davis, L.L.M.. who 
TrUsT COMPANIES Magazine in Washington, 
D. C., -and Was former Referee and 
Auditor of the Supreme Court of the District 
of Columbia, has taken offices with the Wash- 
ington law firm of Brewster. Ivins and 
Phillips, specializing in patent. radio. trade 
mark law, accounting and infringement suits 
as well as the: law of banks and banking. 
Mr. Davis is also author of the treatise on 
“Legal Accounting and Auditing.” 

Perey W. 
from the 


represents 


who 


Phillips, who recently resigned 
United States Board of Tax <Ap- 
peals, has become a member of the law firm. 


W.. Ss 
of the California 
mento, writes: 


Guilford of the 
National 


trust department 


sank of Sacra- 
“Personally, I do not see how a trust officer 
without 
Your publica- 


or trust solicitor house’ 


Trust CoMPANIES 


can ‘keep 
Magazine, 
tion has rendered a wonderful service to 
trust business, and with the inereasing trust 
company activity has a far greater mission 


than ever before.” 
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IMPRESSIVE NEW HOME OF THE IRVING TRUST COMPANY OF NEW YORK AT 
ONE WALL STREET WHICH WAS FORMALLY OPENED MARCH 21ST 











FORMAL DEDICATION AND OPENING OF MAGNIFICENT 
IRVING TRUST COMPANY BUILDING 


BLENDING OF ARTISTIC BEAUTY, MODERN CONSTRUCTION AND EQUIPMENT 


HERE Wall street and Broadway 

meet and where, in the old days, 

Father Knickerbocker and his stolid 
Dutch compatriots were accustomed to loiter 
in the shade, there now rises a majestic 
structure which symbolizes in a striking way, 
the achievements and faith of American 
financial leadership. Possibly the shades of 
these early settlers of Manhattan were drawn 
back again the other evening when the Irv- 
ing Trust Company building was formally 
dedicated to banking and trust service. If 
so, they must have been jarred from their 
phlegmatic temperaments and stricken dumb 
With awe in gazing upon the sky-piercing 
heights and the illumination from countless 
lighted windows of this, the latest completed 
addition to Wall Street's modern temples of 
finance. Quite likely, also that illustrious 
American historian, Washington Irving, min- 


LEwIs BE. PIERSON 
Chairman of the Board, Irving Trust Company 


gled in spirit with the invited guests at the 
dedication ceremony which included a direet 
descendent of the family. The story goes 
that in a building which occupied part of the 
site of the Irving Trust Building, Washing- 
ton Irving pretended to practice law and is 
reputed to have commenced his legends and 
tales of Diedrich Knickerbocker. 
Conventional terms hardly suffice to de- 
scribe the architectural beauty, the fifty 
stories of gracefully tapering granite and 
limestone exterior of the new Irving Trust 
Building. It stands sentinel-like at the head 
of America’s world-famed financial thorough- 
fare and with Trinity’s spires quite dwarfed 
by comparison. It is quite worthy of the dis- 
tinction accorded by the Broadway Associa- 
tion as the “most worthy of civic endorse- 
ment of all structures erected in 1930 in the 
Broadway district.” While there are other 


Harry E. Warp 
President, Irving Trust Company 
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banking and trust company buildings of 
greater height and proportion in the Wall 
street district, there is something truly ar- 
tistic about the Irving Trust home which 
places it in a class by itself. 

The impression of exquisite taste was more 
than heightened when the main banking quar- 
ters and the various offices were opened to cus- 
tomers and friends who thronged the public 
spaces on Monday morning, March 23d. The 
formal opening was preceded on Saturday 
by a brief but impressive ceremony when 
two master keys were presented by represen- 
tatives of the builders and architects to 
chairman of the board, Lewis EF. Pierson and 
the president, Harry I. Ward. There were 
present the directors, officers and members of 
the advisory boards of the various Irving 
offices. Among the guests was Avon M. 
Nevius, vice-president of the Riggs National 
Bank of Washington, D. C.. whose ancestor. 
Joannes Nevius occupied a home on the site 
of the building in old colonial days of Nieuw 
Amsterdam. Another guest was A. Duer Lry- 
ing, a great great grand-nephew of Washing 
ton Irving, who gave his name to the orig- 
inal Irving Bank when founded in 1851. 

The spokesmen for the builders and archi- 
tects at the dedication ceremony expressed 
their appreciation of the cordial cooperation 





SPACIOUS PUBLIC ENTRANCE TO IRVING TRUST BUILDING WITH WALLS OF PYRENEES BLACK MARBLE 
AND MURAL PAINTING ON CEILING DEPICTING THE POWER OF WEALTH TO CREATE BEAUTY 
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they received from committees and officers of 
the Irving Trust Company in carrying out 
the task of construction. Mr. Vermilyn of 
the construction firm said: “It has been a 
friendly job with the spirit of cooperation 
working from start to finish.” Chairman 
Pierson expressed appreciation and dwelt 
briefly upon the history of the Irving Trust 
Company, especially in the last thirty-five 
years. In 1915, when the Irving moved into 
the then newly-completed Woolworth Build- 
ing, he said, its capital was $4,000,000, sur- 
plus and undivided profits were $5,227,672, 
and deposits $39,750,012. On December 31, 
1930, the capital was $50,000,000; surplus 
and undivided profits were $S5.390.430, and 
total resources, $8S1.366,S20. 


In accepting one of the President 
Harry E. Ward said: “The beauty of this 
building will be a matter of interest to the 
public and pride to ourselves, Dut from now 
on we Irving workers must be controlled and 
guided by considerations of utility. The suc- 
cess of this splendid enterprise in the largest 
part will be a matter of men and women. The 
most lasting impression we hope to create in 
the minds of the public will not refer to the 
beauty of the building, but rather to the qual- 
ity of service which will be provided in it 
and in all our offices.” 


keys, 
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The 


Wall street entrance opens into the 
spacious reception hall of the bank. a room 
three stories high and extending the entire 
width of the building. The ceiling and walls 
are of glass mosaic and bronze, the walls the 
color of subdued flames at the base, increas- 
ing in brilliance as the eve travels upward. 
The columns of irregular polygon shape are 
of red Verona marble. It is said that only 
ohne other room in the world is similarly 
trented—in the Stadshuset (City Hall) of 
Stockholm, Sweden. The public entrances to 
the building on Broadway and on New street, 
open into a spacious hall with walls of Pyre- 
nees black marble. On the high arched ceil- 
ing is an allegorical painting, 20 by 66 feet, 


depicting the power of wealth to create 
beauty, the work of ITlildreth Meire and 
Kimon Nicolaides, mural artists. 

Kighteen floors of the building are re- 


served by the Irving Trust Company for its 
own activities, embracing the 
the tenth downward to the lowest level of 
the three-story vault, TO feet beneath the 
street level of Broadway. and the four top- 
most floors. The building has 500,000 square 
feet of floor space, enough to house the ac- 
tivities of 7,000 men and women. The front- 
age on Wall street is 102 feet. on Broadway 
17S feet and New street 179 feet. The Wall 


floors from 


street office which handles the business of 
customers in the financial district occupies 
the New street floor, the Wall street floor 


and second floor, The personal and corporate 
trust departments are located on the third 
floor. On the fifth floor are the executive 
offices, including a large reception room and 
suites, for the chairman, the president and 
vice-chairman of the board. On the sixth 
floor are the ollicers of the Company's out- 
of-town office for domestic and foreign activi 
ties. Dining rooms of the Irving Lunch Club, 
officers, directors and guests are on the 
forty-sixth floor. The board room on the 
forty-seventh floor is arranged in semi-cireu- 
lar order with individual tables, similar to 
the seating plan of the United States Sen- 
ate. On the forty-ninth floor is an observa- 
tion lounge. 

The three-story vault, resting on bed-rock, 
is the third largest vault in the world and 
embodies all of the most approved equip- 
ment for safety and immunity from attack. 
Other features of equipment are the high- 
speed elevators, automatic equipments, pneu- 
matic tube system, latest in sanitary ventila- 
tion and a sound-proof room for long-dis- 
tance and trans-Atlantic telephone conversa- 
tions. There is also an admirable signal and 
protective system which operates on the in- 
stant of any disturbance. 


The new home of the Irving enables the 
company to assemble its executive and town 
facilities. Four important Irving offices are 
accommodated—the banking office at 60 
Broadway. which henceforth will be known 
as the Wall Street Office. and the General, 
Out-of-Town and Foreign Offices. now in the 
Woolworth Building. The Woolworth Office 
will continue in its present quarters in the 
Woolworth Building. as will the vault of the 
Irving Safe Deposit Company there. The 
receivership department also will remain in 
the Woolworth Building. 


The task of transferring valuables and 
personnel to the new quarters was lessened 
by the fact that all equipment is new. A 
force of 125 moving men. heavily guarded, 
Wits required to transfer the large treasure 
of assets, valuables and the records from 
the 60 Broadway office and the Woolworth 
Building. When the new offices were opened 
on Monday morning, March 23, the operations 
were conducted with every 
smoothness and efficiency. 


evidence of 


fe de 
Only five states tax insurance payable to 
named beneficiaries under terms of trust, 
namely, Arkansas, Mississippi, Montana, Ten- 
nessee and Wisconsin. 








Loring’s 
Trustees’ Handbook 


FOURTH EDITION 
By AUGUSTUS P. LORING 
of the Boston Bar 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short, 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Limp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 
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THE OHIO SAVINGS BANK & TRUST CO. 


TOLEO SO. O810 
We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service, based on 
experience and thorough equipment 


Officers 


GEORGE M. JONES.......... President 
EDWARD KIRSCHNER...... .... Vice-president 
SEyYMouR H. HOFF.........++++++++.++ Vice-president 
AMMI F, MITCHELL.........+++0+0+++. Vice-president 
RoBERT C. DuNN..Vice-president and Trust Officer 
IRA W. GOTSHALL.........- .... Vice-president 
CLAUDE A. CAMPBELL.... Vice-president and Secretary 
CHARLES A. FRESE......Vice-president and Treasurer 
JouHN LANDGRAF....... Assistant Secretary 


eevee 





R. P. WHITEHEAD.Asst. Sec’y and Asst. Trust Officer 
JAMES W. ECKENRODE...........Assistant Treasurer 
ARTHUR W. WEBER.Asst. Sec’y and Asst. Trust Officer 
LESTER S. FOUGHT.............Assistant Treasurer 
J. RAYMOND MuRPHY ...Assistant Treasurer 
Lewis G. CHRISTMAN.Asst. Sec'y and Asst. Tr. Officer 
FERDINAND G. MEIER...Asst. Sec’y and Comptroller 
Wave S. FENTON..............Assistant Secretary 
ARTHUR H. LODGE .eeeeeee Assistant Treasurer 





BUSINESS DEVELOPMENT CAMPAIGN BY THE TRUST COMPANY 
OF NEW JERSEY 


The Trust Company of New Jersey, with 
main office in Journal Square, Jersey City, 
N. J., and the largest bank in Hudson county 
in which eleven offices are conducted, has 
embarked upon a progressive advertising 
campaign. Inasmuch as the business of the 
Company is largely industrial as well as the 
administration of individual and corporate 
trusts, the newspaper displays will be divided 
into the institutional and functional type. 
The institutional copy will emphasize the 
industrial and commercial advantages of 


New Jersey and the county. The functional 
will feature trust service with special at- 
tention to the creation of insurance trusts 
for business and individuals. The advertise- 
ments are executed in graphic and effective 
style. 

The Trust Company of New Jersey was 
organized in Hoboken in 1899 but trans- 
ferred its main office some years ago to its 
handsome home in Journal Square, New 
Jersey. ‘The company is listed among the 
hundred largest banks and trust companies 


TYPICAL SELECTIONS FROM SERIES OF INSTITUTIONAL AND FUNCTIONAL ADVERTISEMENTS 
FEATURING THE CAMPAIGN OF THE TRUST COMPANY OF NEW JERSEY 











—another reason you should call 







representative in this district. 






BIRMINGHAM 


& SAVINGS COMPANY! 





























in the United States, the increase in de- 
posits advancing the rating from 70th to 
G7th. The latest financial statement shows 
resources of $96,440,000; deposits $81,609,- 
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HOME OFFICE AND BUILDING OF THE TRUST COMPANY 
OF NEW JERSEY IN JOURNAL SQUARE, JERSEY CITY 
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last year. The resources include branches 
/ 4 4 ¥ ears O f \ in Jersey City, Union City, Hoboken and the 
affiliated Monitor Trust Company in West 
E Bs New York and Park Trust Company in Wee- 
x Pp errence hawken. 

The Trust Company of New Jersey was 
founded by General William ©. Heppen- 
upon us when you need a Trust heimer who continued without interruption 
as president until recently when he became 
chairman of the board and was succeeded 
by his son, William C. Heppenheimer, Jr. 
who worked his way to the executive chair 
from the bottom. During its career The 
MEMBER FEDERAL RESLAVE SVSTEM Sat d: = Trust Company of New Jersey has been fore- 
\ _—— most in fostering the industrial and financial 

development of Hudson county. 


QUESTIONS WISDOM OF UNIFORM 
LAW OF TRUSTS 


Discussing the proposed formulation of a 


000 with capital $5,700,000; surplus $6,000,- uniform law of trusts by the Law Institute 
000 and undivided profits of $2,370,914. An and committees appointed by the American 
extra dividend was declared at the close of | Bar Association, the trust officer of a leading 


Cleveland trust company says: 


“We have labored so long to perfect our 
trust laws in Ohio, and have built up a 
body of law with decisions and interpre- 
tations to a point where we can state with 
a good deal of logic and conviction what 
the legal result would be under a given 
set of facts. Naturally, therefore, there 
is hesitation on the part of a trust officer 
in committing himself to a wide program 
which might destroy the known quantity 
and substitute an unknown quantity. I as- 
sume that an attempt would be made to 
make the new law so simple that the un- 
certainties would be largely removed. In 
my opinion that would merely reduce, but 
not eliminate, the confusion that would 
arise from a new set of jurisprudence. 

“Furthermore, is there any such con- 
flict or overlapping of administration be- 
tween states as to call for this uniform 
law of trusts? We have had a rather 
broad experience over the past. thirty 
years, and the differences in the laws of 
the various states have never been a 
source of any serious trouble.” 


Consolidation of the First National 
Bank & Trust Company and the Mer- 
chants National Bank of Middletown, 
N. Y., has been effected with assets ex- 
ceeding $9,000,000. Francis W. Murray, 
Jr., has become president. 

The Millersburg Trust Company has 
opened for business at Millersburg, Pa., 
with capital of $125,000. A. F. Gilbert is 
president. 
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Pattnotive representation 
for your Baltimore banking 
and fiduciary business. 


FEDERAL RESERVE 
SYSTEM 
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TRUST COM MPANY 
Northwest OMRN) 


Calvert and Redwood Streets 
Baltimore 
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HOW THE CLEVELAND TRUST COMPANY — each other in loyalty and enthusiastic sery- 
FOSTERS EMPLOYEE MORALE ice to the institution and the public. If 


There is little to distinguish types of serv- thing is more pronounced it is the general at- 


iny- 


ices offered by banks and trust companies in Mmosphere of friendly courtesy and pervading 
the average community. To the “man on the cheerfulness. 
street” one bank or trust company is very A most interesting booklet has recently 
much the same as another. The difference been distributed to employees of the coupany 
only becomes marked in the quality of sery- which gives genuine accent to the standards 
ices and the morale which prevails among of personal conduct and the requirements 
personnel, particularly on the part of officials which are exacted for the best of the organi- 
and employees who contact daily with cus- zation as well as the individual. As Presi- 
tomers and the public. It is precisely this dent Creech states in his foreword, the com- 
intangible spirit animating a bank or trust pany demands the best possible effort, un- 
company which spells either success or the failing honesty, efficiency and courtesy, and 
reverse. enjoins: “Do each task and do each day’s 
Tracing back to the administration of the Work as though it were the most important 
late Judge F. H. Goff, and diligently carried of your life—as it is.” 
forward by President Harris Creech and his The booklet gives a brief history of the 
associates, the Cleveland Trust Company has Cleveland Trust Company, directs attention 
maintained a singularly high standard of tra- to ideals and essentials of office regulations, 
ditions, both as to service and personnel, It the numerous special services for the com- 
becomes apparent to everyone who comes into fort and welfare of employees and = sum- 
the institution and is extended to every de- marizes the departmental facilities which en- 
partment and member of the organization, able the staff to obtain a very clear under- 
from highest to latest recruit. There is noth- standing of all the activities of the institu- 
ing foreed or feigned about this family spirit tion. It is a document which may well be 
which is trained to honesty, efficiency and described as “a bible” of conduct for bank 
courtesy. Officers and employees vie with and trust company employees, 





TRUST 
WORLD’S LARGEST BANKS 


One of the most interesting annual surveys 
of banking in the English-speaking countries 
of the world. including American, British. 
Colonial and Dominion banks, is that com- 
piled by the California Bank of Los Angeles 
Which is distributed internationally in book- 
lets form. This compilation shows the avail- 
able statements of deposit liabilities as of 
the last vear. The fifth and 1950 
edition Contains some notable changes. 
the first time in 
bank, the Chase 
York, with a total of $2.0 
lend as the largest financial institution in the 
English-speaking world, from the standpoint 
of deposits. Three of 
Midland Bank, Ltd.. with  $1,.953,659.515. 
Lloyds Bank, Ltd... with $1.774.566,290, and 

sarclays, Bank. Ltd... with $1.699,738,451, 
rank second, third and fourth, respectively. 
Nitional City Bank, New York. into 
fifth With $1.460,031,536. closely  fol- 
lowed by National Provincial Bank, Ltd., and 
Westminster Bank, Ltd., both of London. 

Mergers effective during the year 1930 ac- 
counted for a considerable shifting of stand- 
ing among banks. Six banks made their ap- 
pearances in the brochure for the first time: 
Guardian Detroit Bank, Detroit, No. 93: First 
National Bank, Vhiladelphia, No. 129: Peo- 
ples Pittsburgh Trust Company, Pittsburgh, 
No. 181: Girard Trust Company, Philadel 
phia, No. 156; United States National Bank. 
Portlhind. Ore., No. 149, and Farmers & Mer- 
¢hants National Bank, Los Angeles, No. 150. 
The showing the greatest gains in 
position during the year were: Pennsylvania 
Company. Philadelphia, from 79 to 49, a gain 
of SO places; Fidelity-Philadelphia Trust 
Company. Vhiladelphia, from 133 to 104, a 
gain of 29 places; First Union Trust & Sav- 
Bank, Chicago, from 101 to 75, a gain 

Mellon National Pitts- 
70 to 47, a gain of 23 places; 

National Bank, Minneapolis, 
from 128 to 109, a gain of 19 places. 


close of 


kor 


States 


history a United 
National of New 


London's “Big Five.” 


went 
place 


banks 


ings 
of 26 places; sank, 
burgh, from 


Northwestern 


Ninety-three American banks, with depos- 
its of $23.537.398,952, are included in the 
tabulation, and fifty-seven British banks with 
deposits of $19.169,S22,116. Head _ offices of 
nineteen of the American banks, with de- 
posits totaling $10,899.483.422, are in New 
York City, while twenty-one of the British 
banks, with deposits of $11,671,272,185, have 
head offices in London. In number of banks, 
San Francisco, with nine banks in this list, 
ranks second to New York, closely followed 
by Chicago with eight, Philadelphia with 
seven, Cleveland with five: Boston, Detroit, 
los Angeles, Pittsburgh with four each. 
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REPRESENTATION 
IN CHICAGO 


Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 


Illinois 


Special Facilities for the han- 
dling of State and Federal 


Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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FRED. G. BOYCE, Jr., Vice-President 
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MERCANTILE TRUST CO. oF BALTIMORE 


ESTABLISHED 1884 


Surplus and Undivided Profits, $4,600,000 
We Solicit Your Baltimore cAccount 
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A. H. S. POST, President 


AMERICAN BUSINESS NEEDS THIS NEW PROTECTION 


As the inevitable aftermath of speculative 
excesses and resulting business depression 
the past year witnessed the largest total of 
business mortality ever recorded. These fail- 
ures embrace their proportion of sole propri- 
etorships, partnerships and close corpora- 
tions. Analysis of the causes for these fail- 
ures reveal that, aside from lack of capital 
and incompetence as well as lack of sound 
judgment, a great many of the failures were 
preventable through the simple agency and 
foresight of creating business insurance 
trusts. The subject of such insurance pro- 
tection, therefore, becomes a most important 
element in wise business conduct and in the 
prevention of insolvencies. 

A brochure has recently been issued by the 
Bank of Manhattan Trust Company of New 
York which throws a strong light on the 
fundamental principles of business insurance 
and their application to the vulnerable type 
of business enterprice. The publication, 
which is tastefully executed, bears the 
arresting caption: “American Business 
Needs This New Protection.” It is one 
of the most effective contributions ever made 
to this important new phase of business in- 
surance, which enlists the services and im- 
partial protection afforded by trust service. 
The average reader is not confused by tech- 
nical terms and the actual cases presented to 
illuminate the discussion are such as to con- 
vince every thoughtful business executive of 
the practical value and the adaptability of 
business insurance to his own particular busi- 
ness problem. 

There is the case of the sole owner whose 
prosperous business valued at several mil- 
lions of dollars during his life time, passed 
out of the family’s hands in less than two 
years after his death, leaving the widow 
with only a fraction of its former worth. 
The next case is that of two partners, where 


a quarrel and the death of a partner pro- 
vided opportunity for the competitor and 
where both the surviving partner and widow 
suffered substantial loss. Next is the case 
of a close corporation where a railroad acci 
dent and failure to close a big contract, 
brought on a situation where stock holdings 
brought but a fraction of their worth. Each 
of these cases would have had quite different 
and favorable circumstances with the appli- 
cation of business insurance, as clearly ex- 
plained in this brochure. It is literature of 
this type which will provide a new factor of 
stability in American business, proof against 
exigencies and against the extremes of pros- 
perity as well as of depression in general] 
business, 


WEST VIRGINIA BANKERS TO HEAR 
OUTSTANDING SPEAKERS 


Homer Gebhardt, vice-president of the 
First Huntington National Bank of Hunting- 
ton, W. Va., who has been appointed secre- 
tary of the West Virginia Bankers Associa- 
tion, is assembling a group of eminent speak- 
ers to address the forthcoming annual con- 
vention of the Association to be held at 
White Sulphur Springs, June 25th and 26th. 
Dealing particularly with timely matters of 
interest to trust officers, there will be Gilbert 
T. Stephenson, president of the Trust Com- 
pany Division of the American Bankers Asso- 
ciation. 


Harry E. Henneman, a vice-president of 
the National City Bank of New York, has 
been elected a director of the Fajardo Sugar 
Company of Porto Rico. 

Edgar R. Cochrane has been elected vice- 
president and trust officer of the Keokuk 
(Iowa) National Bank, succeeding L. J. 
Montgomery, resigned. 
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MAGIC OF FAITH IN HONOLULU 

The credit belongs to the Hawaiian Trust 
Company, Ltd., of Honolulu, of not only 
being the pioneer trust company in America’s 
insular possession in the mid-Pacific, but also 
of carrying to the Hawaiian people the true 
message of trust service. Because of its 
progressive character and personal as well 
as business contacts with the mainland in 
applying advanced methods of service, the 
Hawaiian Trust Company has become a most 
important factor in the island territory in 
fostering the protection of property and in 
stimulating business and financial growth. 
Owing to the fact that the company accepts 
no banking deposits its published financial 
statements convey but a vague idea of the 
wide scope and volume of its operations. An 
indication, however, is given by the fact that 
the approximate value of real and personal 
property under its control and management 
amounts to $75,000,000. Its growth is re- 
flected in the increase of combined capital, 
surplus and undivided profits from $35,641 
in the year 1898 to $3,478,447 in 1929. 

The Hawaiian Trust Company publishes 
every month an interesting little magazine 
entitled “The Hawaiian Trustee.” These pub- 
lications are assembled each year in a hand- 
somely bound yolume and afford a wealth of 
instructive article dealing with variety of 
trust services and also information and sto- 
ries of general interest to readers. The 1930 
edition contains a brief article by President 
J. R. Galt under the caption, “The Magic of 
Faith in Honolulu, which reads: 

“Tt was faith in Honolulu that caused a 
small group of men on August 10, 1908, to 
organize the Hawaiian Trust and Investment 
Company, now the Hawaiian Trust Com- 
pany, Ltd. The capitalization was only 
$30,000. But the founders added to that the 
genius of their own constructive imagina- 
tions. During the past thirty-one years 
Honolulu and the territory of which it is the 
center have grown. Even the dreams of the 
leaders of a generation ago have been sur- 
passed by realities. If they had described 
then the city that exists today, they would 
have been called impractical idealists. But 
the city has grown, and is growing. The 
changes that will take place during the next 
thirty years will be so much greater than 
those that have taken place in the past thirty 
that even our progressive men will look on 
With wonder. 

“The Hawaiian Trust Company, Ltd., hav- 
ing played its part during the past, will play 
a more important part in the future.” 
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EVERY CHECK OF YOURS IS 
A MOVING ADVERTISEMENT— 


a continuous reflection of your service and 
standing . . . as it passes down the line of 
customers and contacts. 

And that reflection is a favorable one, 
if your check is well designed and produced 
on La Monte National Safety Paper. With 
your name and emblem incorporated into 
the La Monte background of color and 
distinctive wavy lines, your check has indi- 
viduality. It stands out. With La Monte’s 
safety . . . crispness . . . smartness, your 
check has character. It does its duty. 

You can put La Monte to work for you 
... capture the goodwill and appreciation 
of your customers with La Monte checks. 
And we'll gladly help you. Ask us for sam- 
ples of La Monte paper .. . in all its 
attractive tones . . . and for help in re- 
designing your check. Our service is free. 
George La Monte & Son, 61 Broadway, 
New York. 


FREE—An unusual sample book of checks, C-17 


made on La Monte National Safety Paper. 


LA..M.O-N-T_ E 
NAT) ONAt” SHEE TY PAPER 
FOR CHECKS 
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SINCE 1883 


Since 1883 this old reliable Trust Company 

has served the Trust Companies and banks of 

the United States who have estate problems 
in the Northwest. 


MINNESOTA LOAN & TRUST COMPANY 


NORTHWESTERN BANK BLDG. 


MINNEAPOLIS, MINNESOTA 


GREAT BANKING 


Affiliated with 
Northwest 
Bancorporation 





INSTITUTION 
‘ 


Combined Resources 
Over $495,000,000 





DORRANCE ESTATE APPRAISED AT 
OVER TWO HUNDRED MILLIONS 

Final appraisal of the estate of the late 
John T. Dorrance, who was president of the 
Campbell Soup Company, will show that it 
exceeds $200,000,000 instead of the original 
estimate of $150,000,000. The Camden Safe 
Deposit & Trust Company of Camden, N. J., 
is co-trustee and co-executor under the will. 


It is stated that the New Jersey State in- 
heritance tax on the Dorrance estate will 
amount to over $30,000,000 and that the 


federal tax will probably be over $7,000,000. 


The executors are endeavoring to secure 
legislative authority to have payments of 
tuxes made over a period of years rather 


than in lump sum because of the large pay- 
ments involved, thus avoiding forced liquida- 
tion of assets. 

The actual administration of this huge es- 
tate and the execution of the various trusts 
created hy the testator, devolve largely upon 
the trust company which is joined as execu- 
tor and trustee by two brothers and the 
widow. with provision for the only son, John 
T. Dorrance to qualify as executor and trus- 
tee when he arrives at the age of twenty-five. 





ADJUSTMENTS BETWEEN CREDITOR AND 
DEBTOR COUNTRIES 

The current monthly review issued by the 
Midland Bank of London, England, discusses 
the growing burden of international debts 
and in commenting on the American capital 
market, states: 

“Tt may be inferred that some of the seeds 
of the world’s economic difficulties germi- 
nated in the American capital market, and 
that full recovery cannot be achieved until 
a free flow of capital re-established 
tween creditor and debtor countries. 
this reason we have to look te America on 
the one hand and France on the other for 
the means of recuperation. Confining atten- 
tion to America, the problem largely a 
technical one; it is still more largely psy- 
chological, involving not merely the short- 
term influences of reviving confidence, but 
also the long-term factor which consists in 
the attitude of the American citizen to ex- 
ternal affairs in general and external invest- 
ment in particular. Over and beyond all 
technical and psychological considerations, 
however, the problem cannot be solved with- 
out raising complex and thorny questions re- 
lating to fiscal policies and the unproductive 
international debt legacies of the war.” 
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| @ Keeps up to date the full infor- 


The only medium | peri 


. Documents necessary when transfer is 
by an Executor or Administrator. 


* . When a Court Order is necessary before 
thro ugh which the rul- | 3. transfer. 


When an Inheritance Tax Waiver is nec- 

essary (and how and where to obtain). 

= . Documents necessary when transfer is 
by a Guardian. 

Ings, past or current, 9) . Requirements in case a “Stop” has pre- 
viously been filed against the transfer 


h N k S k . the hanes 9 ‘ ; . 
. Proper forms of endorsement when other 
the New York Stock | pe fore of coder 





than an individual’s signature is involved. 

Documents necessary when transfer is 
= e | by a Trustee. 

it t . Documents necessary when transfer is 
rans er SssSOCla ion | to a Trustee. 

. Proper forms for guarantee of signature. 

a il | = . When a release under the Federal Es- 

tate Tax is necessary. 
are ma ] aval a ]@ is . Documents necessary when transfer is 
by a corporation. 
. Proper forms of inscription when transfer 
T e t Oo ¢ ra n 5 e r i , is to Joint Tenants or Tenantsin Common. 


3. When copy of Will must be submitted 


and points in it to be noted. 
. s | 4. Documents necessary when transfer is 
u | e an e rv i ce being made by Executor or Administra- 
s | tor before expiration of the time limit for 


presentation of claims against the estate. 


| 15. Documents necessary when transfer is 
Write for full particulars & by a Receiver 


THE CORPORATION TRUST: COMPAD 


WS REE NNSA ASSAD AA FE TS MSM 


120 Broadway, New York, N. Y. 











REORGANIZATION OF KIDDER, PEABODY 
AND COMPANY 

Kidder, Peabody & Company, one of the 
oldest and most influential banking houses in 
the country, has been reorganized under new 
partnership consisting of Edwin S. Webster. 
Jr., vice-president of the engineering firm of 
Stone & Webster; Chandler Hovey, member 
of New York Stock Exchange and head of 
Chandler Hovey & Company of Boston, and 
Albert H. Gordon, formerly associated with 
Goldman, Sachs & Company. The new for- 
mation will involve no change in personnel 
or location of offices. The close relationships 
which have been carried on for generations 
between the old organization and the Web- 
ster family of Boston, will be maintained. 
The first partnership was formed in 1865 and 
it is noteworthy that J. P. Morgan, present 
head of the firm of J. P. Morgan & Company, 
began his banking career with this house as 
a clerk. 





The Northwest and Inland Empire lost 
| one of its leading figures in the recent death 
———————— oo  of Samuel Hill, son-in-law and protégé of his 
ROGER BRUCE CONANT namesake the great empire builder, James J. 


Recently elected Vice-president of the Boston Safe Deposit Hill. He was president of the Minneapolis 
and Trust Company. He was formerly Trust officer and 


T = .T > * rare) 9 
associated with the company since 1904 [rust Company from 1888 to 1903. 
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EDWARD J. REILLY APPOINTED TRUST 
COUNSEL OF MOODY’S INVESTORS 
SERVICE 


Moody’s Investors Service of New York has 
made announcement of the appointment of 
Edward J. Reilly as trust counsel in charge 
of the operation of its Estate and Trust 
Service. Mr. Reilly, who is also legal editor 
of Trust CoMPANIES Magazine, was formerly 
trust officer of the Fulton Trust Company of 
New York. He brings to his new association 
a wealth of valuable knowledge and experi- 
ence in the scientific management of trust 
departments, particularly in the intelligent 
supervision of trust investments. He has 
also made notable contributions to the sub- 
ject of trust administration and investment 
of trust funds. 

A New Yorker by birth, Mr. Reilly received 
his education at Fordham University and 
New York University, lectured in finance at 
the College of the City of New and in law 
at the Washington College of Law. He was 
for two years assistant counsel of the War 
Finance Corporation at Washington, D. C., 
and before coming to the Fulton Trust Com- 
pany of New York as trust officer, was for 
five years trust officer of National Bank of 
New Jersey, New Brunswick, N. J. 

Moody’s Estate and Trust Service, which 
was introduced last year and which will 





EDWARD J. REILLY 


Who has been appointed Trust Counsel in charge of the 
Estate and Trust Service conducted by Moody’s Investors’ 
Services, Inc., of New York 


TRUST COMPANIES 


function under Mr. Reilly’s supervision, 
brings to the institutions which subscribe 


for the service, the full benefit of the thirty- 
one years’ experience which Moody’s In- 
vestors Service has acquired in investment 
analysis and counsel. Moody’s was a pioneer 
in the correlation of statistical information 
and the Moody Manuals have received rec- 
ognition as authoritative sources of informa- 
tion throughout the world. Moody ratings 
on securities are universally accepted and 
have received judicial recognition when cited 
in support of trustee’s conduct. 

The Estate and Trust Service is unique 
and complete in the manner in which it 
safeguards the position of executors and 
trustees by insuring management of trusts 
with due diligence. Each trust is considered 
as a separate business entity and upon being 
referred to Moody’s is completely analyzed 
under the supervision of Moody’s Trust Com- 
mittee, a group of five experts with a back- 
ground of more than seventy years of cumu- 
lative experience in the work. The analysis 
recommends an investment policy determined 
from a consideration of the wishes of the 
testator or donor, the job which the trust is 
intended to accomplish, legal or special limi- 
tations on the trustee, and the assets with 
which it must operate. Each security is 
separately considered and reported on in de- 
tail. Recommendations are made affecting 
the quality, diversification, marketability 
and general suitability of the whole list with 
specific recommendations for reinvestment 
where changes seem desirable. Accompany- 
ing the complete report, there is a graphic 
presentation of the subject in a _ sufficient 
number of copies to provide one for each 
member of the subscriber’s Trust Committee. 

Each security reviewed is carefully and 
constantly supervised as long as it remains 
in the trust. All Moody Bulletins advising of 
news items affecting the securities super- 
vised are transmitted to the subscribers and 
interpreted by Moody, where desirable, for 
the purposes of each trust affected. Auto- 
matically every six months the Estate and 
Trust Service transmits graphic reports with 
recommendations on each trust, in convenient 
form for the subscriber’s Trust Committee. 

The service goes a long way in insuring 
against the possibility of surcharge because, 
first, the fiduciary has retained investment 
counsel of unquestioned authority; second, 
each trust is thoroughly analzed by a group 
of experts; third, every bit of pertinent in- 
formation concerning securities under super- 
vision is furnished to the fiduciary and in- 
terpreted for each trust where necessary ; 
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fourth, without possibility of slip-up, each 
trust is completely reviewed every six 
months; fifth, the benefit of the counsel of 
“another mind” is secured. 

An important feature of the service is that 
it is so organized that the necessity for main- 
tenance of costly statistical organizations by 
fiduciaries is largely done away with. 


ORGANIZATION OF FINANCIAL ADVER- 
TISERS OF NEW YORK 

Recent organization of the Financial Ad- 
vertisers of New York afford the advertising 
and new business managers of banks and 
trust companies in the metropolitan area of 
New York, who handle large sums for pub- 
licity and promotion, with a vehicle to dis- 
cuss and agree upon mutually desirable poli 
cies. The incalculable value of such organi- 
zations, both from the standpoints of foster- 
ing effective publicity and new business 
methods as well as eliminating unproductive 
expenditure, have been well demonstrated 
by the national Financial Advertisers Asso- 
ciation and by numerous local organizations. 

The organization, adoption of by-laws and 
election of slate of officers and directors, 
was completed at a recent meeting at the 
St. George Hotel with an attendance repre- 
sentative of most of the banks and trust com- 
panies as well as other organizations directed 
associated with the subject of financial ad- 
vertising. 

H. A. Lyon of the Bankers ‘Trust Company 
was elected president of the organization and 
other officers were named as follows: Vice- 
president, Frank Blanchard, Henry L. Doh- 
erty & Company; treasurer, R. W. Sparks, 
Bowery Savings Bank; secretary, Tracy M. 
Purse, the Purse Company. The board of 
directors will include, in addition to the 
officers, Frank G. Burrows, Irving Trust 
Company; R. R. McElvare, the Bank for 
Savings; C. A. Luhnow, Trust COMPANIES 
Magazine; Roland Palmedo, Lehman Broth- 
ers; and John Donovan, Central Hanover 
Bank & Trust Company. 

The Financial Advertisers of New York 
represents a permanent organization formed 
to develop a better understanding of the 
technique of advertising and to outline a 
code of ethics designed to encourage and 
foster a closer relationship among those in 
the metropolitan area who are interested in 
financial advertising. The organization has 
an initial membership of eighty men and 
women, all active in some phase of financial 
advertising and representing various types of 
businesses in Manhattan, Brooklyn, Long 
Island and New Jersey. 
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Trust Service in the Home 
Town is available to your 
clients throughout California 
under the Bank of America 
system. Trusts are admifiistered 
at local branches in €ach of 243 
. California cities, under experi- 
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city offices. Your Chients in 
Malifornia, whatever “their 
location, may be assured»of 
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VALUING AND PAYING FOR NEW 
TRUST BUSINESS 


(Continued from page 375) 
like to see the Trust Section appoint a com- 
mittee to consider these problems. 

Insurance companies, after a hundred 
years of experience, are constantly revising 
their operating expectancy tables more ac- 
curately to estimate their potential: profits. 
Let us then not become impatient if we, who 
have been gathering facts and preparing ta- 
bles only during the most recent years, can- 
not today estimate accurately the profit in 
our new business. 

Until we have been able to reduce or elimi- 
nate many of these unknown factors, it will 
be impossible for us to do more than approxi- 
mate the present day valuation of any piece 
of trust business. When the present day 
value is known, then and then only can we 
determine what we can afford to pay for 
any particular piece of business. If through 
this paper I have created a desire to aid in 
the solution of these, our common problems, 
I will be repaid a thousand fold for the work 
that has been done. 
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TRUST VAULT CONTROL AND 
EQUIPMENT 
(Continued from page 390) 
ration only on the books of account, greater 
simplicity and convenience would be achieved 
than ever in the past. But objections legal 
or sentimental rather than practical exist. 
and if it is ever done it will be under new 
and different conditions. I only refer to it 
as an interesting speculation. Many years 
ago E. H. Harriman indulged in a similar 
speculation as to the effect of widening the 
gauge of railroads and introducing rolling 
stock of greater width. It could be proved 
that great economies would result but all the 
rights of way and rolling stock would first 
have to be replaced and the thing was not 
practical. In this very imperfect but inter- 
esting world in which we practice our pro- 
fession, neither progress nor conservatism 
ean depart from common sense. Harriman 
built the Lucin Cutoff over Salt Lake but left 
the railroad gauge in the realms of pure 
speculation. So it must be with us. We 
must be content with making our few square 
feet of vault space do all the work that it 
possibly can, without mingling assets con- 
trary to law or custom or the desires, senti- 
mental or practical, of our settlors. 
eee 
At a recent directors’ meeting of the Con- 


tinental-Equitable Title & Trust Company of 


Philadelphia, Ely J. Smith was elected a 
trust officer. 


DEMAND FOR CONSERVATIVE 

INVESTMENT COUNSEL 
(Continued from page 402) 
many abuses that now exist in the marketing 
of securities. The fake security will have 
little appeal to one who has become accus- 
tomed to seek investment advice from his 
bank. 


In the light of the foregoing, may we not 
then fairly conclude that the bank can and 
should give investment counsel service in a 
way that will offer its customers what in 
many instances they demand and have a 
right to expect, that is, a conservative but 
well rounded and carefully measured invest- 
ment program. At the same time, must we 
not also recognize that unless this growing 
demand is met there is danger that the bank 
may find its position as a fiduciary seriously 
weakened, The essence of trusteeship is the 
management of investments. Can the bank 
afford to ignore the demand for investment 
counsel service and by so doing take a posi- 
tion that might by some people be taken as an 
admission of weakness, and in turn possibly 
reflect upon its ability to handle trust funds? 

There is of course little that is new to the 
experienced trust department executive in 
these few thoughts, and the purpose of the 
subject is merely to stress the apparently 
growing demand for this service and to at- 
tempt to encourage a realization that this 
field is a profitable one for banks, profitable 
not only in the shape of a direct financial re- 
turn but rich in the possibilities of a service 
to be rendered to its customers. 
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MISCELLANEOUS 

W. R. Mellor, formerly trust officer, has 
been elected president of the Lincoln Trust 
Company of Lincoln, Neb. 

The Northern Trust Company of Chicago 
is named as one of the trustees in the will 
of the late Jefferson Livingston, who died 
February 9th, leaving an estate estimated at 
several millions. 

Glenn Griswold, editor of the Chicago 
Journal of Commerce, has been elected a 
vice-president of the Fox Film Corporation. 

The newly organized Commercial Bank & 
Trust Company of Middlesboro, Ky., has 
opened for business with capital and sur- 
plus of $50,000. W. V. Tennet, president. 

The Federal courts will be called upon to 
determine stock assessment liability of share- 
holders of bank holdings corporations in con- 
nection with a suit brought against stock- 
holders of the BancoKentucky Corporation. 
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FROM OFFICE BOY TO PRESIDENT OF 
NEW YORK LIFE 

Like Tom Sawyer, the hero of Mark 
Twain’s novel, the newly elected president 
of the New York Life Insurance Company, 
“Tom” Buckner, made his business start by 
making a virtue of necessity when he cre- 
ated a wood-sawing club among his boy 
friends in Independence, Mo. Today, Mr. 
3uckner is head of a billion dollar life in- 
surance company with which he first became 
connected as a clerk and has command of 
an army of 15,000 agents and employees. 

In accordance with a change in by-laws ap- 
proved at a recent meeting of the board of 
directors of the New York Life Insurance 
Company, Mr. Buckner was elected president 
and succeeded Darwin P. Kingsley, who was 
elected chairman of the board after having 
served the company forty-two years and of 
which he has been president for the past 
twenty-four years. 


PEOPLE SEEKING FOR INSURANCE AND 
FIDUCIARY PROTECTION 

The fact that people generally are now 
seeking for insurance and fiduciary protec- 
tion rather than speculative profits and en- 
hancements is indicated by the growth of 
trust business and the stimulated interest in 
planning wills and life insurance. The Con- 
necticut Mutual Life Insurance Company of 
Hartford, Conn., recently distributed copies 
of a booklet descriptive of “First Steps in 
Planning Your Will” and within three weeks 
was in receipt of more than 20,000 inquiries 
for the booklet from policyholders. The book- 
let sets forth the advisability of making a 
will and particularly the application of life 
insurance to the creation and conservation of 
estates. Special instruction is afforded to 
field workers in approaching policyholders 
and prospects as to estate planning and the 
adaptability of wills in creating and protect- 
ing estates. The Connecticut Mutual Life 
Insurance Company is among the foremost 
life insurance companies in fostering coopera- 
tion between underwriters and trust officers 
in encouraging the use of life insurance 
trusts. 





The Greenville Banking & Trust Company 
of Greenville, N. C., has been merged with 
the Bethel Banking & Trust Company with 
resources over $2,500,000. 

There are forty group banking or bank 
holding corporations in the United States 
with combined resources of over $7,500,000,- 
000 and embracing over 700 units with capi- 
tal funds of $899,115,481. 





T.C.M. 


‘‘Everyone has 
to look out for 
the future no matter 
what business or profes- 
sion he may follow. A 
few years ago Christy 
Walsh, my business ad- 
viser, told me about your 
Retirement Annuity 
policy. Heexplained how 
it would enable a fellow 
to invest a few hundred 
or a few thousand a year 
with a guarantee of a 
life-long income when 
retirement age comes. So 
I signed up for enough 
to keep me comfortable 
when the balls and 
strikes and home runs 
will be but pleasant 
memories.” 


THE 


EQUITABLE 


LIFE ASSURANCE SOCIETY 
OF THE 


UNITED STATES 


Thomas I. Parkinson, Pres., 

393 7th Ave., N. ¥. C. 

Your Retirement Annuity adopted by 
Babe Ruth may interest me. Puease 
send details. 
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THE MINERS BANK OF WILKES-BARRE, PA. TAKES 
POSSESSION OF ATTRACTIVE NEW HOME 


The Miners Bank of Wilkes-Barre, Pa., 
recently took possession of its spacious and 
attractive new quarters, which were ren- 
dered necessary by the rapid growth of bank- 
ing and trust operations. Nearly 60,000 peo- 
ple inspected the handsome new building on 
its opening day. 

Sixty-two years history are back of the 
Miners Bank. In 1868, the Miners Savings 
Bank was founded as the first strictly sav- 
ings bank of Wyoming Valley. From then 
to the present five banks have been merged 
uniting to make the Miners Bank the great 
financial institution it is at present. The 
original banking house was a two room 
space in a building on South Franklin street. 
Through the years the bank acquired new 
and larger quarters and in 1913 moved into 
the thirteen-story building that had been 
erected at the corner of West Market and 
South Franklin street. By 1927 adjoining 
land had been acquired and early in that 
year work was started on the new addition. 

In the rebuilding plan thought was given 
to beauty, comfort and needs that the maxi- 
mum service and accommodation might be 
rendered amid environments beautiful and 
inviting but lacking in extravagant display. 





NEw HOME OF THE MINERS BANK OF 
WILKES-BARRE, PENNSYLVANIA 


There are three entrances to the banking 
room. Massive columns of Botticini marble, 
cream white in color, are striking in their 
beauty and substantiality. White and cream 
walls are set off with a black base of Bel- 
gian block. A ceiling that represents the 
art of masters is worked out in color effect 
to blend with the gold leaf that has been 
worked by hand as the outstanding color de- 
sign. From this expansive ceiling hang nu- 
merous chandeliers of bronze. 

The woodwork of the entire banking room 
is American walnut. From the main floor 
a stairway leads to the sub-floor. This is of 
marble with wide and easy treads. An auto- 
matic elevator runs from the main to the 
sub-floor, entrance being through the beau- 
tiful bronze doors. On the sub-floor are the 
vaults for the protection of the gold, silver, 
and currency of the bank. The customers’ 
safe deposit vault, the night depository, as 
well as the trunk and silver storage vaults 
are also on this floor. All vaults are pro- 
tected by electrical wiring. 

A feature of the general banking arrange- 
ment on the first floor is the school savings 
department. This department has a raised 
floor for the convenience of the children who 
come to the bank. Another novel feature is 
the twenty minute parking space available 
for the patrons. The comfort of the em- 
ployees is also provided for by the installa- 
tion of large rest rooms, locker rooms, and 
an assembly and recreation hall on the roof 
of the new building. 

The trust department is on the mezzanine 
floor. articular attention was given to 
providing the trust department with every 
possible facility for the convenience of the 
customer and employee. The trust depart- 
ment is under the supervision of Vice-presi- 
dent F. A. Gamble with A. W. Driesbach, as 
trust officer. 

Associated with Fred M. Kirby, chairman 
of the board and C. W. Laycock, president, 
are the following officers: J. N. Conyngham, 
Samuel McCracken, and F. A. Gamble, vice- 
presidents; William J. Ruff, cashier; M. G. 
Robbins, Roland Grover and Richard H. 
Mitchell, assistant cashiers; and A. W. Dries- 
bach, trust officer. 


Ralph G. King has been elected to the 
board of directors of the Ohio Bank & Sav- 
ings Company of Findlay, Ohio. 

Edwin B. Strecker has been elected as- 
sistant trust officer of the Citizens National 
Bank of Marietta, Ohio. 
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ATTRACTIVE UPTOWN BRANCH OFFICE 
OF FULTON TRUST COMPANY 

In order to serve the large midtown resi- 
dential district and to accommodate its up- 
town clientele, the Fulton Trust Company of 
New York has taken possession of its attrac- 
tive new building at 1002 Madison avenue, 
between Seventy-seventh and Seventy-eighth 
streets, where all of the facilities of the low- 
er Manhattan office at 149 Broadway, have 
been provided, This is the first branch of- 
fice to be established by the Fulton Trust 
Company, which was founded in 1890 and has 
centered its functions largely on personal 
trust service. This policy which was devel- 
oped by the first president, the late Henry C. 
Swords, has been diligently observed by Ed- 
mund D. Rogers, who became president in 
1925. The chairman is Lewis Spencer Mor- 
ris and a feature of the management is the 
strong committee which supervises trust af- 
fairs. 


HOME OF THE NEW UPTOWN OFFICE OF THE 
FULTON TRUST COMPANY OF NEW YORK AT 
1002 MADISON AVENUE 


The new uptown branch office is a tasteful 
blending of the modern and classic style. The 
two-story pure Georgian structure is exclu- 
sively for the operations of the branch which 
is under the direction of Henry McC. Bangs. 

The banking room is on the ground floor, 
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with four wrought iron grilled banking win- 
dows, and the officers’ quarters. On the sec- 
ond floor are the directors’ room, a private 
office and the bookkeeping department. The 
safe deposit vaults are of the most modern 
construction, being safeguarded by the latest 
protective devices and are also equipped with 
five large well ventilated coupon rooms. An 
interesting feature of the new building is a 
modern ventilation system which keeps the 
air constantly clean aud fresh by means of 
a filter and fans. 


The Michigan Supreme Court has ruled as 
void the provision of a will made by the 
majority stockholder of a Michigan bank 
wherein he attempts to set up a voting trust 
by directing that after his death the bank 
should be conducted on certain lines and 
that his stock should be voted a certain way. 


The Highland Park State Bank of Detroit 
has agreed to take over the assets and obli- 
gations of the American State Bank of that 
city which found itself in difficulties. 


The Merchants Trust Company and the 
People’s Bank & Trust Company of Water- 
bury, Conn., have agreed upon terms of 
merger. 
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KINGS CouNTY TRUST COMPANY 


342, 344 & 346 Futton Sr., 


Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $453,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, V ice- Presiden: 
J. NORMAN CARPENTER, Vice-President 


ALBERT I. TABOR, Secretary 
ALFRED W. AB RAMS, Asst. Secretary 
BUGENE L. VAN WART, Asst. Secretary 








TRAPHAGEN ELECTED TRUSTEE OF BANK 
OF NEW YORK & TRUST COMPANY 
Preliminary to the expected election of 
John C. Traphagen as president of the Bank 
of New York & Trust Company, he was elect- 
ed a trustee at a recent special meeting of 
the board of trustees. At a previous meeting 
of trustees the announcement of contemplat- 
ed changes was made to the effect that with 
the election of Mr. Traphagen as president, 
Edwin G. Merrill, who has been president 
since the merger of the Bank of New York 
and the New York Life Insurance & Trust 
Company in 1922, will be elected chairman 
of the board. Mr. Merrill will continue ac- 
tive in the executive direction of the com- 
pany and policies will be continued without 
change. Mr. Traphagen was formerly senior 
vice-president of the Chase National Bank 
and is regarded as one of the foremost au- 
thorities on investment in Wall street. 


The Bank of New York & Trust Company 
recently completed the 147th year since in- 
eorporation and commencement of business 
of the old Bank of New York which is now 
part of the institution. 





BANK OF AMERICA SETS UP SPECIAL 
RESERVE 


Directors of the Bank of America, N. A., of 
New York and of the affiliated Bancamerica- 
Blair Corporation, have authorized a transfer 
from undivided profits of $7,500,000 to be 
added to contingent fund as a special reserve, 
thus placing the bank in a strong position 
to meet any possible requirements. After 
setting up this reserve the capital, surplus 
and undivided profits aggregate over $69,- 
000,000. Action was also taken reducing the 
quarterly dividend rate from $1.12% to 75 
cents which is prompted by low money rates 
and narrower margin of profits on the secu- 
rity corporation’s earnings. 


NEW CHASE NATIONAL BANK 
APPOINTMENTS 
At a recent meeting of the Board of direc- 
tors of the Chase National Bank of New 
York, Henry C. Titus was elected a second 
vice-president, and James J. Rogers and Eli- 
nar C. Funck were appointed assistant cash- 


iers. Mr. Titus is general manager of the 
Equitable Eastern Banking Corporation, a 


wholly-owned subsidiary of the 
tional Bank, 


Chase Na- 
operating chiefly in the Far 


East. Mr. Rogers is manager of that corpo- 
ration and Mr. Funck, assistant manager. 


The operations in New York of the Equi- 
table Eastern Banking Corporation have been 
brought into close association with the oper- 
ations of the foreign department of the Chase 
National Bank, the principal office having 
been moved to the head office of the bank at 
18 Pine street. While its New York business 
will in the future be handled by the foreign 
department of the bank, the Equitable East- 
ern Banking Corporation will continue as an 
individual banking unit, operating in the Far 
East, with branches at Hongkong, Shanghai 
and Tientsin. 





SURVEY OF WEALTH. IN METROPOLITAN 
DISTRICT OF NEW YORK 

A recent survey made by the Marine Mid- 
land Group of banks shows that while the 
population of the metropolitan district of 
New York, embracing the boroughs and sur- 
rounding counties in New York, New Jersey 
and Connecticut, comprise 9.183 per cent of 
the population of the country, the wealth of 
this district is 12.44 per cent of the total 
wealth of the United States. 

In this area there are 2,809,799 families, 
1,103,771 dwellings, 1,375,722 private tele- 
phones and 1,198,122 automobiles. There is 
a total of 2,800 wholesale merchants and 140,- 
049 retail stores in the area. 











TRUST COMPANIES 437 





New York 


SCANNING THE HORIZON FOR BUSINESS 
RECOVERY 


Venturesome predictions and hopes as to 
the end of depression and genuine business 
recovery have been so often defeated during 
the past year and a half that the prevailing 
attitude in local financial and stock market 
circles is one of marking time from day to 
day. The rather colorless activities on the 
Stock Exchange are still limited to profes- 
sional ranks with the public refusing to be 
baited by feeble bullish overtures. The pres- 
ent sentiment is influenced mostly by divi- 
dend advices from corporations which are 
hardly of an encouraging nature, reflecting 
as they do the shrinkage of business last 
year. Whatever comforting assurance is en- 
countered is due to the strong belief that the 
measure of depression has been taken and 
that aside from probable further fluctuations 
in business, there is bound to be gradual re- 
storation. There is no longer fear of any 
more unsuspected “air pockets.” On the oth- 
er hand, there is distinct ground for confi- 
dence in the ease with which the money mar- 
ket met the demands of tax payments and 
the ready absorption of large volume of pri- 
vate and public security flotations. The drift 
of stock market prices is easily interpreted 
by the monthly range during the first two 
weeks in March from high of 169 to low of 
157 for fifty representative stocks, The 
money market continues to be marked by ex- 
treme ease in all classes of short-term cred- 
its. 

“The indications seem to be,” says the cur- 
rent Guaranty Trust Company Survey, “that 
the immediate future will witness a continu- 
ance of the processes of readjustment laying 
the foundation for definite advance later. 
Disturbed conditions abroad, uneconomic leg- 
islation at home, unstable commodity prices, 
slow liquidation of bank loans and continued 
maladjustments in both agriculture and in- 
dustry must all be reckoned with as deter- 
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rent factors, but seem to mark the last phase 
of the depression period. On the whole, pres- 
ent conditions seem to justify the expecta- 
tion of a few months of business activity at, 
or about, present levels (with allowance, of 
course, for the expansion that is usually seen 
in the spring), followed by a gradual upward 
trend.” 


REORGANIZATION OF CLOSED CHELSEA 
BANK AND TRUST COMPANY 


While prospects for reorganization of the 
closed Bank of United States in New York 
are still in abeyance, definite plans have been 
approved by the State Banking Department 
and the judiciary for the reopening of the 
Chelsea Bank & Trust Company under new 
regime and under a new charter as the Mer- 
eantile Bank & Trust Company. Directors 
of the Chelsea have underwritten a capital 
of $1,000,000 for the new institution and pro- 
vision is to be made for payment of 100 per- 
cent to depositors of the Chelsea as may wish 
to withdraw. Assurances have been forth- 
coming that most of the large depositors and 
many of the smaller ones will retain their 
deposits in the new company. Holders of 
Chelsea Bank stock will also have opportu- 
nity to subscribe to stock of the Mercantile at 
$20 per share. Howell M. Stillman, second 
vice-president of the Chase National Bank, 
has accepted the invitation to become presi- 
dent of the Mercantile Bank, which is to 
become a member of the Federal Reserve 
System. A list of directors has been made 
public by Superintendent of Banks Broderick 
which gives assurance of competent backing 
and management. 


Application for a charter to organize the 
Mercantile Bank & Trust Company in New 
York City has been filed with the State Bank- 
ing Department. 

Reopening or reorganization of the Bank 
of United States will depend largely upon 
the effort of directors to raise a fund of 
$10,000,000 to put into operation the so-called 
Rosoff plan. 
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EMPIRE TRUST COMPANY INCREASES 
DIVIDEND RATE 


It is a rare thing for corporations or banks 
these days to announce increase in dividend 
rates when the reverse policy seems more in 
style. The Empire Trust Company of New 
York is one of the few exceptions. By action 
of the board at a recent meeting the quar- 
terly dividend was placed at 80 cents on the 
$20 par value of share, making annual rate 
of $3.20 in place of the previous regular rate 
of $2.40 and extra payments of 80 cents. 
while the distribution is no larger than last 
year the action of the board is an expression 
of confidence not only in the business of the 
company but as to business in general. Earn- 
ings of the company, which controls the Em- 
pire Safe Deposit Company, have shown a 
persistent increase in the last three years 
from $4.58 a share in 1928 to $4.80 in 1930. 
The December 31, 1930 financial statement 
showed combined assets of $95,959,000; de- 
posits, $81,326,000; capital, $6,000,000, sur- 
plus and undivided profits, $8,008,867. The 
Empire Trust Company began business in 
1902 and has been under continuous guid- 
ance of LeRoy W. Baldwin as president. 


CENTRAL HANOVER BANK AND TRUST 
COMPANY ACQUIRES ADDITIONAL 
SPACE 


With the removal of the quarters occupied 
by the Irving Trust Company office at 60-62 
Broadway to the new building at 1 Wall 
street, the Central Hanover Bank & Trust 
Company is preparing to occupy the vacated 
floors to accommodate the growing require- 
ments of the personal trust department. In 
addition to the five floors occupied by the 
Irving Trust Company, the Central Hanover 
has also acquired, under lease, the next five 
floors up to the tenth. Thorough alterations 
will be made to suit the needs of the personal 
trust department and when completed will 
enable the company to make reassignment of 
space in the present main office building at 
70 Broadway for the accommodation of other 
departments. 

The Central Hanover is experiencing re- 
markable growth in personal trust business, 
especially in developing living trusts, life 
insurance trusts and custodian accounts, A 
large part of this increase is due to the pro- 
gressive system of personal solicitation and 
the advanced methods of fiduciary services 
devised by the trust department. 


ADDITIONAL BUILDING PLANS FOR 
BANKERS TRUST COMPANY 


Notwithstanding the additional quarters 
obtained by the Bankers Trust Company of 
New York when the adjoining quarters of 
the Hanover National Bank were acquired, 
following the merger of the latter with the 
Central Union Trust Company, the growth 
of business in all departments has rendered 
larger accommodation necessary. To meet 
this demand plans have been filed for a 
$5,500,000 addition to the building of the 
Bankers Trust Company of New York, at the 
northeast corner of Wall and Broad streets. 
The plans eall for a twenty-five-story addi- 
tion to surround the present thirty-two-story 
structure, which has a tower rising to the 
equivalent of several more stores. 

The addition will replace the nine-story 
Astor building at 8-12 Wall street and 9 
Pine street, a ten-story structure at 7 Pine 
street and the old Hanover National Bank 
building at Nassau and Pine streets. 


Guaranty Trust Company of New York 
has been appointed registrar for an addi- 
tional 50.000 shares of $5 cumulative pre- 
ferred stock of the Pennsylvania Power & 
Light Company and transfer agent in New 
York for stock of the Standard-Coosa-Thatch- 
er Company. 
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GILBERT YATES ELECTED TREASURER OF 
CHEMICAL BANK & TRUST CO. 

At a recent meeting of the board of direec- 
tors of the Chemical Bank & Trust Company 
of New York, Gilbert Yates was elected treas- 
urer of the bank. He succeeds the late Clif- 
ford R. Dunham and brings to his office an 
association of over twenty years with the 
Chemical Bank. During that period Mr. 
Yates has occupied various and increasingly 
responsible positions and was for a number 
of years private secretary to President Percy 
H. Johnston. Prior to his election as treas- 
urer Mr. Yates held the title of assistant 
vice-president. 

Stephen L. Jenkinson has been elected as- 
sistant treasurer of the Chemical Bank. He 
entered the Chemical Bank in 1900. Since 
1922 he has been an assistant trust officer 
specializing in tax matters, which he will 
continue to supervise in his new capacity as 
assistant treasurer. 


ADVANTAGES OF IRREVOCABLE 
TRUSTS 

The personal trust department of the 
Chemical Bank & Trust Company of New 
York is distributing a booklet which recites 
the advantages of creating irrevocable living 
trusts, especially as a means of reducing and 
lightening the burdens of family income 
taxes, The subject is illustrated with spe- 
cific examples of the saving in family income 
taxes through division of property. Some of 
these benefits are the elimination of estate 
taxes upon the trust property; elimination 
of legal and administration expenses as to 
trust property; segregation from estate of 
certain assets which cease to be subject to 
business risks; relief from care of collecting 
income and responsibility of investment and 
assurance of continuous income payments to 
beneficiaries. 


The Mechanics’ Trust Company 


OF NEW JERSEY 
BAYONNE, N. J. 


COLLECTIONS—Dailly Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 

JERSEY CITY (Including Greenville) 

COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 


Reciprocal Balances Based on Volume of Business 


HOBOKEN and BAYONNE 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 





AMPLE RESERVE SET UP BY CHATHAM 
PHENIX NATIONAL 

Sound banking policy dictates the setting 
up of adequate reserves to take care of pos- 
sible losses, especially in periods of business 
reverses. The Chatham Phenix National 
Bank & Trust Company has observed the 
policy during its long career. To “make as- 
surance doubly sure,” the directors recently 
authorized a transfer of $3,500,000 from un- 
divided profits to provide for an ample re- 
serve. This leaves undivided profits at the 
comfortable figure of $4,886,000, with capital 
and surplus remaining intact at $16,200,000 
and $11,700,000 respectively. 

At a recent meeting of directors, George 
Bahntage was elected president of the bank 
and L. H. Burfeind an assistant vice presi- 
dent. 


NEW YORK TITLE AND MORTGAGE 
COMPANY FACILITIES 


The New York Title & Mortgage Company, 
which is now a unit of the Manhattan Com- 
pany of New York, provides nationwide title 
insurance facilities with agency system now 
covering twenty-three states and an attorney 
list composed of leading real estate attor- 
neys. The company requires opinions by 
representative counsel, therefore attorneys 
are not deprived of anything by the use of 
title insurance. Behind each of the policies 
issued by the company stand capital funds 
of more than $60,000,000. 

At recent weekly meetings of the loan com- 
mittee loans on Greater New York and West- 
chester properties were approved aggregating 
over $1,209,000. 


N. Baxter Jackson, first vice-president of 
the Chemical Bank & Trust Company, has 
been elected a director of the Walworth Com- 
pany to succeed Robert C, Hunt. 
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NEW VICE-PRESIDENT AT MANUFAC.- 
TURERS TRUST COMPANY 


Harvey D. Gibson, president of Manufac- 
turers Trust Company of New York an- 
nounces the election of John Lawrence Gil- 
son, aS a vice-president of the company, and 
as a member of the general administrative 
staff at the head office. 

Mr. Gilson has been associated with Spen 
cer Trask & Company, and before that was 
New York manager of Day & Zimmerman, 
Inc. He started his business career in the 
sugar industry in Louisiana, Cuba and Ha- 
waii, becoming one of the managers of the 
acific Sugar Company. For a number of 
years after the outbreak of the war, he was 
connected with the Experimental Depart- 
ment of Winchester Repeating Arms Com- 
pany, as process engineer. Subsequently, he 
accepted a position in the chemical depart- 


ment of EK. I. du Pont de Nemours & Com- 
pany. At the close of the war he took charge 


of certain development work in connection 
with their dye industry. This work involved 
investigation of many new industries and 
companies, some of which were taken over 
by the du Pont Company. 

In 1921, Mr. Gilson left the du Pont Com- 
pany to become associated with the United 
Lead Company, a subsidiary of the National 
Lead Company, and was engaged for several 





JOHN LAWRENCE GILSON 


Newly elected Vice-president of the Manufacturers Trust 
Co. of New York 
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years in establishing markets for some of 
the company’s products and by-products, in- 
cluding the establishment and management 
of a branch factory in New York. 


Mr. Gilson was born in Rutland, Vt., in 
1881 and comes from a banking family. His 
father, Edson P. Gilson, was one of the 


founders, and for forty-seven years president 
of the Killington National Bank. He gradu- 
ated from the Massachusetts Institute of 
Technology in the Class of 1903 taking a 
post graduate course at Yale University. 


DRASTIC BANKING BILLS SHELVED 

Because of vigorous opposition from bank- 
ing, trust company and commercial interests, 
and because of lack of time for study, most 
of the legislative bills introduced at Albany 
and sponsored by the State Banking Super- 
intendent Broderick, have been shelved until 


next year by the Assembly Committee on 
Banks. Many of the measures were a direct 
outgrowth of the closing of the Bank of 
United States. The more important would 


have provided for the segregation of thrift 
accounts in commercial banks, clothe the 
Banking Superintendent with power to merge 
institutions “overnight” without the consent 
of the stockholders, and vest in the head 
of the banking department the right to re- 
move bank directors summarily. 

A joint statement issued by the chairman 
of banking committees said: “We have recom- 
mended to our committees that these many 
important measures be referred to the joint 
legislative committee for the revision of the 
banking law, to be thoroughly studied and 
examined by the committee during the inter- 
val between the adjournment of the Legisla- 
ture and the session of 1932.” 


Thomas J. Watson, president and general 
manager of the International Business Ma- 
chines Corporation, and Hiram A. Matthews 
and John C. Orcutt, vice-presidents of the 
Irving Trust Company of New York, have 
been elected directors. 

Appointment of Walter E. Burns as execu- 
tive vice-president of the Carlisle Deposit 
Bank & Trust Company of Carlisle, Pa. has 
been announced. Mr. Burns succeeds Joseph 
P. McKeehan, who has been elected to the 
presidency. 

Plans are in progress for merger of the 
First National Bank with the Union Savings 
Bank & Trust Company of Davenport, Ia. 

Col. Edward C. Rose has been elected 
president of the First-Mechanics National 
Bank of Trenton, N. J., succeeding the late 
Arthur Wood. 
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TRUST SERVICE AT BROADWAY & 
PLAZA TRUST COMPANY 

The Broadway & Plaza Trust Company 
of New York has the unique position of ren- 
dering complete trust service in its three of- 
fices, located at 655 Fifth avenue, corner of 
Fifty-second street; 261 Fifth avenue, corner 
Twenty-ninth street, and 154 Nassau street, 
corner of Beekman street. The trust activi- 
ties of the bank are in charge of Charles W. 
Cary, trust officer. He was trained in the 
Metropolitan Trust Company of New York 
and subsequently became trust officer of the 
Peoples Bank of Buffalo, New York, of which 
he was trust officer for eight years. After 
the merger of the Peoples Bank with the 
Manufacturers & Traders Trust Company, he 
remained with the new institution for one 
and one-half years, when he came to New 
York to take charge of the trust department 
of the then Plaza Trust Company, which sub- 
sequently became the Broadway and Plaza 
Trust Company. Mr. Cary is a man with 
broad trust experience. conversant with all 
branches of trust activities, both personal 
and corporate. 

Most of the corporate work of the Broad- 
way and Plaza Trust Company is done at 
the Nassau Street office. This office is below 
Chambers Street and meets the requirements 
of the New York Stock Exchange in regard 
to listed securities. The other two offices of 
the bank are devoted chiefly to personal trust 
service. 

ADMISSION TO TRADING PRIVILEGES OF 
NEW YORK REAL ESTATE SECURITIES 
EXCHANGE 

The committee on listing of the New York 
Real Estate Securities Exchange, Ine., has 
approved the capital stock of the following 
companies for admission to trading privi- 
leges on the floor of the exchange: Chicago 
Title & Trust Company, capital $12,000,000 ; 
Fidelity Union Title & Mortgage Guaranty 
Company of Newark, N. J., $4,200,000; Na- 
tional Commercial Title & Mortgage Guaran- 
ty Company, Newark, N. J., $2,968,796; New 
Jersey Title Guarantee & Trust Company, 
Jersey City, $2,000,000; Real Estate-Land 
Title & Trust Company, Philadelphia, 
$7,500,000; Title Guarantee & Trust Com- 
pany, Los Angeles, $4,000,000. 


The New York State Banking Department 
has announced a supplemental list of bonds 
legal for savings banks and trust funds in 
New York State, including the obligations 
of twenty communities located mostly in the 
east. 
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NEW OFFERING OF STATE OF NEW YORK 
BONDS 

State Comptroller Morris S. Tremaine of 
New York has announced a new offering of 
$34,975,000 serial gold bonds of the State of 
New York which will be awarded April 7th 
at Albany. The bonds will mature serially as 
follows: $5,700,000 from 1932 to 1981 and 
$29,275,000 from 1932 to 1956, with interest 
payable March 15th and September 15th. The 
largest share of the proceeds of this issue 
will be for emergency construction amount- 
ing to $15,000,000 with $13,100,000 for general 
state improvement; $4,475,000 for state park 
system and $2,400,000 for state institution 
buildings. 


A building and permanent loan of $250,000 
on the property located on the east side of 
Ocean avenue, 298 feet south of Caton ave- 
nue, Brooklyn, has been closed by the Law- 
yers Mortgage Company of New York with 
the 550 Ocean Avenue Corporation, Joseph 
Perlbinder, president, through the Frank M. 
McCurdy Company. 

Plans are being matured for the merger of 
the Broadway and Plaza Trust Company of 
New York with the Hibernia Trust Company 
under the title of the latter. 
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CENTRAL HANOVER CONDUCTS 
SCHOOL FOR BOYS 

The Central Hanover Bank & Trust Com- 
pany of New York is counted among banking 
institutions which not only foster scholarship 
and good deportment among messenger and 
office boys in its employ, but strives also to 
tutor them so that they may become able 
bankers and trust men. There is a school 
for boys conducted at the Central Hanover 
which goes further than to comply with the 
legal requirements of New York State for 
compulsory education of boys under seven- 
teen. The course of instruction is a substi- 
tute for the Continuation School Classes 
which the boys were formerly required to 
attend. The course consists of elementary 
banking, mathematics, elementary and com- 
mercial English, each class conducted by ef- 
ficient instructors. 

As the result of a mid-year examination of 
the school for boys, Frank Dolan, William 
Klaff, Fred Lohm, John Dewar and Charles 
Farber have been designated class leaders. 
Selection has been based upon scholarship, 
effort, deportment, attendance and appear- 
ance. 


The International-Madison Bank & Trust 
Company of New York opened a new branch 
recently at Seventh avenue and 37th street. 


NEW YORK BREVITIES 

Changes in the rail-air passenger service 
between New York and Chicago, operated by 
the National Air Transport in conjunction 
with the New York Central, have reduced 
the time for arrival two hours as compared 
with the previous schedule and covering the 
distance in fifteen and a half hours. 

The law offices of Taylor, Blanc, Capron 
& Marsh have been removed to the new 
City Bank Farmers Building at 22 Exchange 
place. The uptown offices remain at 475 
Fifth avenue. 

The Marine Trust Company of Buffalo is 
twenty-fourth on the list of the 100 largest 
banks and trust companies in the United 
States, with total deposits of $2380,114,000. 

The Economic Bulletin issued by the 
Chase National Bank of New York presents 
a treatise on “Gold,” presenting observations 
on the interim reports of the Gold Delegation 
of the Financial Committee of the League of 
Nations, by Benjamin M. Anderson, Jr., 
Ph. D., economist of the bank. 

The Bank Organization Club, originally 
composed of chief clerks in the large New 
York City banks, has been reorganized as the 
Bank Management Conference under the 
guidance of Wilfred Wottrich, assistant cash- 
ier of the Chatham Phenix National Bank & 
Trust Company as chairman. 





Honor PUPILS IN THE SCHOOL FOR Boys CONDUCTED BY THE CENTRAL HANOVER BANK AND 
Trust COMPANY OF NEw YORK 


are 
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NET PROFITS OF TRANSAMERICA 
CORPORATION 

The recently published annual report of 
the Transamerica Corporation for the year 
ended on December 31st shows consolidated 
net profits of the corporation and subsidi- 
aries, 95 per cent or more controlled, of $18,- 
537,369, or approximately 79 cents a share 
on the 23,688,000 average number of shares 
outstanding during the year. Total resources 
are reported as $1,117,191,644. 

Of the profit for 19380, $16,456,310 came 
from interest, dividends and revenues other 
than from the sale of securities. This figure 
compares with $23,283,000 in 1929 and with 
$14,640,637 in 1928. 





The Chase National Bank of New York 
has been appointed registrar for the no par 
value common stock of Advance Rumely Corp. 

Bankers Trust Company of New York has 
been appointed co-agent with Chicago Trust 
Company, for the payment of Seaboard Con- 
tinental Corporation 6 per cent convertible 
debenture bond coupons and co-agent with 
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SUPERINTENDENT OF AGENCIES AT 
HOME LIFE INSURANCE CoO. 

Cecil C. Fulton, Jr., recently assumed his 
duties as superintendent of agencies of the 
Home Life Insurance Company of New York, 
succeeding H.-W. Manning, who has become 
associated with the Great West Life as as- 
sistant general manager. Mr. Fulton was 
previously assistant superintendent of agen- 
cies and prior to that had been both in the 
field and the home office in various capacities. 

A. B. Doran, who has been agency supervi- 
sor of the Home Life, has been appointed an 
assistant superintendent of agencies, in 
which office his duties will be primarily the 
supervision of the business management of 
the agencies. He joined the Home Life ac- 
tuarial department in 1923. 





George B. Mitchell, for more than twenty 
years associated with Albert Frank & Com- 
pany, has been elected a vice president of 
that organization. 


J. Bert Easley, representative of the Bank- 


International Trust Company of Denver, for ers Trust Company of New York, Texas, 
payment of Fox West Coast Theaters, Bil- Oklahoma and Arkansas, has been assigned 
lings, Montana and Phoenix, Arizona, First as representative of the company to the addi- 


Mortgage 614 per cent serial gold bond cou- tional states of California, Arizona, New 
pons. Mexico, Utah and Nevada. 
CONDITION OF GREATER NEW YORK TRUST COMPANIES 
Surplus and 
Undivided 
Capital Profits, Deposits, ar Bid Asked 
Dec. 31,1930 Dec. 31, 1930 

American Express Bank & Trust Co.......$10,000,000 $5,400,000 $24,361,300 100 195 225 
Anglo-South American Trust Co........... 1,000,000 757,000 6,467,500 100 fie Ss 
Banea Commerciale Italiana Trust. Co...... 2,000,000 2,101,300 15,458,300 100 236 246 
Bank of Europe & Trust Co.. 1,000,000 819,600 13,731,000 25 47 57 
Bank of Sicily Trust Co. 5S) ae ee ee 1,500,000 1,000,000 11,795,600 100 28% 30% 
Bank of Manh attan Trust Co.. . 22,250,000 54,439,900 469,093,700 i 90% 9314 
Bank of N. Y. & Trust Co. 6,000,000 14,178,200 103,462,000 100 640 660 
Bankers Trust Co.. REO Dea 25,000,000 86,887,300 638,466,100 160 61I8)0—O «ASE 
Bronx County OE a eT 1,550,000 1,202,800 23,335,100 20 38 44 
Ee ls rr 8,200,000 21,081,200 131,883,000 100 533 543 
Central Hanover Bank and Trust Co....... 21,000,000 87,278,200 660,778,800 20 276 281 
Chemical Bank & Trust Co............... 21,000,000 43,426,000 357,250,000 10 48 50 
City Bank Farmers Trust Co............. 10,000,000 12,594,700 49,216,300 20 10034 10334 
Corn Exchange Bank & Trust Co.......... 15,000,000 35,431,300 248,209,200 20 122 126 
COmmOratsOR TPURE CO cs oes 5s ss cos tees 500,000 110,100 95,700 re sees ee 
Cammy Set (ee. ccc eie es 4,000,000 4,500,000 25,860,000 25 35 37 
Ee ee 6,000,000 8,008,900 81,326,400 20 58 61 
NE NN aig cnc bole eticoie aie wie sane 4 2,000,000 3,434,200 18,257,600 100 410 450 
(Guaranty ‘Prast Co............ . 90,000,000 207,442,800 1,331,709,900 100 540 545 
po eS A er 3,000,000 2,139,600 12,403,400 100 115 125 
International Trust Co.. ree 3,200,000 1,789,900 10,194,290 20 16 19 
Irving Trust Co.. 50,000,000 85,390,500 618,804,100 10 39 41 
Kings County a. 500,000 6,453,600 31,269,100 100 2550 2750 
Lawyers Trust Co.. .. 3,000,000 4,622,500 24,053,100 a arian ar 
Manufacturers Trust Co.................. 27,500,000 23,610,300 219,456,200 25 48144 50% 
Marine Midland Trust Moe 10,000,000 9,527,100 63,455,400 eee sea ra 
New York Trust Co..................... 12,500,000 35,554,700 325,019,900 25 = 187 
Times Square Trust Co................... 1,000,000 88,600 2,165,900 20 7% 
‘Liee CaarODbOS & LTUSE. 56. ce cee os 10,000,000 24,830,000 45,714,300 20 14055 14554 
Underwriters Trust Co................... 1,675,000 1,431,500 10,184,700 10 
Wtted tates Trust COs... 6 sic ccc ees 2,000,000 27,503,500 58,077,200 100 3100 3306 
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Philadelphia 


Special Correspondence 


COMMENT ON PROPOSED UNIFORM 
LAW OF TRUSTS 

Trust administration in Philadelphia has 
a background of over a century of experience 
and progressive development. Some of the 
most important refinements in trust service 
have had their inception in this city. Al- 
though banking business has assumed larger 
proportion, especialy since the establishment 
of the Federal Reserve System, the major at- 
tention continues to be centered on trust 
work as shown by individual trusts of well 
over three billions of dollars and corporate 
trusts with face value of over four and a 
half billions. 

Obviously, the trust company officers are 
alert to anything that makes for further im- 
provement in trust management, especially as 
relates to clarification of laws governing 
trust business and powers. Proposals to 
standardize trust laws and abolish antiquat- 
ed restraints, meets with approval so far as 
ultimate objective is concerned. From a 
practical standpoint the prevailing feeling is 
that this movement toward general unifica- 
tion must be conducted carefully and enlist 
the advice of expert trust officials. In some 
respects Philadelphia trust men have been 
beforehand in securing and urging improve- 
ments in trust law, as shown by the revision 
in the Fiduciaries’ Act adopted in 1917 and 
more recently, the advocacy of the Uniform 
Principal and Income Act as well as the agi- 
tation for modernizing the laws governing 
trust investments. 

A local authority on trust law makes the 
following comment which is typical of the 
general sentiment among local trust officers: 

“A uniform law of trusts or trustor-trustee 
act for adoption by the various states, is a 
matter that should be most carefully con- 
sidered, and ought to be considered not only 
by the commissioners on uniform law, but 
also by the experts in the administration of 
such a proposed law, so that an intelligent 
result may be reached. 

“There is a tendency to resort too much to 
legislation and not to rely upon the general 
principles of the common law as the guide 
to action in such matters. Legislation al- 
ways tends to fossilize the law and to make 
the laws Procrustean beds, particularly in 
the fields of business. What is needed more 
than anything else today is a clear and defi- 
nite restatement of the law as it has been 
handed down to us.” 





A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 


Capital - - - $2, 000,000.00 
Surplus and Undivided Profits - 870,000.00 
OFFICERS 
EDWARD J. STELLWAGEN.... cc cccscsseces President 
GEORGE E. HAMILTON......Vice-President, Attorney 

and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
WALTER S. HARBAN.................WVice-President 
Epwarbp L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 


Epson B. OLpDs.........Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. FRANK D. HERRON..........Assistant Treasurer 


S. WILLIAM MILLER.............Assistant Treasurer 
G. ELMER FLATHER.............Assistant Treasurer 
WIL.iiaM S. LYONS..............Assistant Secretary 
J. WESLEY CLAMPITT, JR.........1 ant Secretary 
WILLARD G. McGrRaw............Assistant Secretary 











PENDING LEGISLATION IN PENNSYL- 
VANIA AFFECTING TRUST 

A number of bills are pending at the cur- 
rent session of the Pennsylvania legislature 
which affect trust companies and trust ad- 
ministration. The more important may be 
cited as follows: First: The proposed con- 
stitutional amendment as to legal invest- 
ments This is designed to broaden the field 
for legal investments in this state, and the 
bill has been introduced and is expected to 
pass the legislature for the second time. It 
will then be possible to bring it before the 
people for a vote at the 1933 election. 

Second: The uniform principal and income 
act. It is proposed to introduce the first 
five sections of the act prepared by the com- 
mittee of the American Bar Association on 
uniform state laws. This bill has been drafted 
and is in form for introduction. 

Third: A bill is in course of preparation 
to place trusts inter vivos under the juris- 
diction of the Orphans Court. While a_ bill 
has been drafted covering this, it is not in 
final shape for introduction. 





Philadelphia’s five mutual savings fund so- 
cieties report a new high record for deposits 
with total of $459,797,000, representing an 
increase of $9,363,000 during January. Num- 
ber of accounts total 668,749, an increase of 
12,861 during the first month of the year. 

The First National Bank of Irwin, Pa., 
has purchased the assets of the Citizens Na- 
tional Bank, giving the former total re- 
sources of over $4,000,000. Dr. R. P. MeClel- 
lan is president. 

The Dime Trust & Safe Deposit Company 
of Shamokin, Pa., reports increase of $250,000 
in deposits during the last four months. 

Senator A. J. Sordoni has been elected 
vice-president of the Kingston Bank & Trust 
Company of Kingston, Pa. 
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9th the Columbia-Tenth Office was opened 
in the new ten-story building at Broad street 
and Columbia avenue. 


LYCOMING 


SECRETARY CAMERON RESIGNS TO BE- 

TR UST Co MPANY COME TRUST COMPANY PRESIDENT 
Announcement of the resignation of Peter 
G. Cameron as Secretary of the Pennsylva- 
nia State Banking Department caused 
mingled feelings of surprise and regret in 
Largest banking and trust company circles. This ac- 
TRUST, COMPANY tion follows a career of twenty-five years of 


devoted and faithful service to the state as 


in Bank Examiner, Deputy and Secretary of 
Banking. By general consent Secretary 

Norther i scstiie 
ern Central Cameron’s administration of the State Bank- 
Pennsylvania ing Department was regarded as the most 


efficient in the banking annals of that de- 
partment and as indicated by the practically 
unanimous resolutions adopted by various 
Trust Funds, Over groups of Pennsylvania bankers, commending 
SIXTEEN MILLION his services and calling upon Governor Gif- 
ford Pinchot to retain him in office. 

The resignation is attributed to differences 
as regards policies of banking supervision 
betwen Governor Pinchot and Secretary Cam- 

eron. In his letter of resignation, Mr. Cam- 

WILLIAMSPORT, PA. eron said: “I have taken this step after 

mature reflection, and only for the reason 

—_—— that the present administration and I are 

INTEGRITY TRUST FOSTERS FOREIGN not in full accord with regard to departmen- 
TRADE tal policies.” 

Representative commercial and business Shortly after the announcement of resigna- 
organizations of Philadelphia are actively de- tion the advice was forthcoming from the 
veloping plans for the greater development Mechanics Trust Company of Harrisburg, 
of the local port and the extension of foreign Pa., that Mr. Cameron would become presi- 
trade facilities for the Philadelphia area. dent of that institution on or about April 1st. 
Among the banking institutions which are He will succeed J. H. Troup, who will re- 
giving practical support to this movement is sume his former office as vice-president after 
the Integrity Trust Company which has one’ serving as president of the company. 
of the best equipped foreign departments in Dr. William D. Gordon, recently appointed 
the city. The service of this department is first deputy, has been appointed secretary of 
not of the passive type which waits for the State Department of Banking. 
clientele, but cooperates actively with cus- 
tomers in providing facilities for foreigr 
markets he securing credit scaieasaon. UNBROKEN DIVIDEND RECORD FOR 

: a ah FRANKLIN TRUST COMPANY 
Manufacturers are advised of opportunities 


abroad and every financial accommodation The recent semi-annual dividend of 10 per 
is afforded to encourage overseas contacts. cent declared by the directors of the Frank- 
lin Trust Company of Philadelphia directs 
attention to the fact that the company has 
had an unbroken dividend record. C. Addi- 
son Harris, Jr., president of the company in 
announcing the latest dividend, stated that 
the company will not only earn its dividend 
for the six months, but that the board’s ac- 
tion adds another milestone to the company’s 
record of twenty-one years. Since December 
two and one-half million dollars while 3,421 
new accounts have been opened. 


2 








The Integrity Trust Company is now num- 
bered among the one hundred largest banks 
and trust companies in the United States with 
resources of more than $81,000,000; com- 
bined capital, surplus and undivided profits 
of $19,000,000. The company now operates 
six offices, besides its main office at Sixteenth 
and Walnut streets. These branches are 
most favorably located and provide Integrity 
service throughout the city. On February 
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“DIRECTOR OF AMERICAN BUSINESS” 

Concentrated and well-coordinated leader- 
ship is needed to effect sound business re- 
covery and to meet the new problems of pro- 
duction, of consumption and trade competi- 
tion. This is the viewpoint expressed by H. 
Ennis Jones, vice-president of the Franklin 
Trust Company of Philadelphia in an ad- 
dress before the St. Davids Society of Seran- 
ton, Pa., on the topic, “The Welshman’s Op- 
portunity.” He said: 

“The United States Chamber of Commerce 
has started a series of conferences.with trade 
groups which is indeed commendable. But 
what America needs most today is an out- 
standing leader who will marshall our eco- 
nomic forces into one big co-ordinated well 
regulated machine, that will effectively en- 
able us to meet all forms of foreign competi- 
tion, whether that competition comes from 
Russia, France, Germany, England or any 
other source. We need a man who is fear- 
less, not politically entangled, and who will 
command the respect of labor, farming, in- 
dustry and also the public, to become a ‘di- 
rector of American business. Such a man 
would not be a dictator. There is no place 
in American business vocabulary for this dic- 
tator type of person. In the United States 
Wwe can accomplish by persuasion what ‘Red 
Russia’ will fail eventually to do by coercion, 
although her efforts may prove very costly 
and cause much suffering throughout the 
world during their experiment.” 





The Philadelphia National Bank holds 
eighteenth place among the largest banks 
and trust companies in the United States. 
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PENNSYLVANIA BREVITIES 

The Frankford Trust Company is the latest 
addition to the membership of the Philadel- 
phia Clearing House Association. The com- 
pany has resources of $13,600,000. 

The Barclay-Westmoreland Trust Company 
of Greensburg, Pa., mourns the death of its 
president, John Barclay, who was descendant 
of one of the pioneer families of the com- 
munity. 


Consolidation has been effected between 
the First Bank & Trust Company and the 
Jeannette Savings & Trust Company of Jean- 
nette, Pa. 

Dr, Paul P. Cret, distinguished Philadel- 
phia architect, has received the Philadelphia 
annual award founded by the late Edward 
W. Bok. Mr. Cret designed, among other 
structures in Philadelphia, the handsome new 
main office building of the Integrity Trust 
Company. 

Mitten Bank Securities Corporation of 
Philadelphia reports for the year ended De- 
cember 31, 1930, net income of $2,063,190, 
compared with net income of $2,838,770 in 
the previous year. 

Merger of the City Bank & Trust Company 
of Hazelton, Pa., with the American Bank & 
Trust Company has become effective. 

Important changes have been made at the 
Third National Bank & Trust Company of 
Seranton, Pa. William H. Peck has been 
made chairman of the board, Ralph A. Greg- 
ory has advanced from vice-president to 
president and J. Elmer Williams in addition 
to continuing as cashier has also been made 
vice-president. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Central Trust & Savings............. $1,000,000 
Continental Equitable............... 1,000,000 
Fidelity-Philadelphia Trust Co........ 6,700,000 
OS be SS 6 500,000 
OE SS SS 3,000,000 
eee OM Ce a rr 1,400,000 
OE See 4,000,000 
eS i 882,251 
BUUOMTILG TUBE. 25 cccccsccsccesssecs Bipetwen 
Kensington-Security Bank & Trust ... 1,300,000 
Pe a Ey TT 1,000,000 
Ninth Bank and Trust............... 1,375,000 
North Philadelphia Trust............ 500,000 
CS 500,000 
Northwestern Trust Co.............. 200,000 
Penna. Co. for Insurances............. 8,232,400 
Sy TS ee re 3,200,000 
Real Estate Land Title and Trust..... 7,500,000 
ee OSS SS a eee 3,131,200 
United Security Trust................ 750,000 


Surplus and 


Undivided 
Profits, Deposits, Par Last Date of 
Dec. 31, 1930 Dec. 31,1930 Value Sale Sale 
$1,916,149 $7,408,703 10 14 2-25-31 
3,018,893 16,272,095 5 23 3-11-31 
26,430,446 109,535,775 100 525 1- 7-31 
2,191,758 10,368,967 10 100 9-25-29 
7,954,792 27,266,765 10 35 1- 7-31 
4,330,592 21,982,466 10 5314 2-11-31 
17,929,963 75,193,840 10 = 150 3-11-31 
4,527,537 18,181,775 10 661% 2-21-31 
15,992,181 60,766,783 10 9014 2-25-31 
4,172,640 19,483,454 50 =350 5-21-30 
1,818,422 7,569,857 50 200 12-24-30 
8,269,055 22,937,435 10 401% 2-11-31 
1,527,464 8,367,569 50 325 11- 5-30 
4,248,061 14,676,287 100 1220 4— 9-30 
2,681,972 8,941,294 10 156 11-19-30 
36,675,083 229,235,794 10 83 3- 4-31 
17,225,909 27,560,522 100 620 3-11-31 
17,020,107 46,811,032 10 3434 = 33- - 5-31 
2,422,976 


7,082,995 100 222% 4-16-30 


819,991 9,799,346 100 
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Boston 


Special Correspondence 
ETHICAL CODE GOVERNS TRUST 
ADVERTISING 
Notwithstanding the good faith shown by 
trust companies and banks in Boston and 
Massachusetts to refrain from giving mem- 
bers any just cause for complaint on the 
ground of encroaching upon legal preserves, 
the agitation for restrictive legislation to 
curb advertising and solicitation of trust 
business, has made its reappearance in the 
General Assembly. At a recent hearing be- 
fore the joint legislative committee on legal 
affairs, large numbers of lawyers voiced pro- 
test against alleged competition from corpo- 
rate fiduciaries and urged passage of the bill 
introduced at the present session and which 
is much along the same lines as the measures 
which have been repeatedly introduced and 
which failed of favorable committee action 

in previous years. 

These repeated attacks upon trust com- 
panies and banks as fiduciaries do not have 
the support or sympathy of leading and rep- 
resentative members of the local or state bar 
associations. Among unprejudiced attorneys 
the sentiment is quite general that trust 
companies and banks have manifested a 
wholehearted desire to cooperate with law- 
vers and to avoid “legal practice.” This 
is proven by the observance of a code of eth- 
ics governing trust advertising and solicita- 
tion adopted several years ago by the Cor- 
porate Fiduciary Association of Boston. In 
addition to pledging members to put out no 
disparaging advertising and avoiding any 
suggestion of drawing wills or trust instru- 
ments or giving legal advice, there is a com- 
mittee which acts in capacity of censoring 
trust advertising. This standing committee 
has functioned suecessfully in preventing 
anything in trust advertising which might 
honestly offend the sensibility of lawyers. 


IMPROVED BUSINESS SENTIMENT IN 
NEW ENGLAND 


Considerable progress has been made in 
correcting the major unfavorable features in- 
herited from the boom period, according to 
the current issue of the New England Letter 
issued by the First National Bank of Boston, 
which states: “The substantial gains in the 
leading industries of this section, including 
cotton, wool, boots and shoes, and silk, more 
than offset the declines reported in several 
lesser lines. While one month may not be 
indicative of the future trend, it is significant 





Capital 
$3,000,000 


Surplus 
$3,500,000 





Cordial Cooperation 


in handling Boston 
and New England 
banking and _ fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forsgs, President 
BOSTON, MASS. 





Member Federal Reserve System 











to note that during the last quarter of 1930 
the decline was at a diminishing rate. It 
would seem, therefore, that while no impres- 
sive constructive movement has as yet taken 
place, the deflationary forces are exerting 
less pressure. 

“Generally speaking, sentiment is better. 
The more cheerful feeling is based not so 
much upon actual evidence of business im- 
provement for the country as a whole, which 
still continues irregular, but rather upon the 
assumption that the worst of this depression 
is perhaps over and that a foundation is be- 
ing laid for better times. The key to busi- 
ness recovery apparently lies in the purchas- 
ing power of the consumer. Personal in- 
debtedness for goods contracted during the 
boom period has been largely liquidated, and 
it is estimated that the amount of install- 
ment credit now outstanding is but one-half 
of what it was during the peak of 1929.” 


The First National Bank of Boston occu- 
pies ninth place among the largest banks and 
trust companies of the United States with 
deposits of $581,000,000. 

W. Teele has been elected an assistant 
trust officer of the Kidder Peabody Trust 
Company of Boston. 
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TRUST LITERATURE MAILED “ON 
REQUEST” 

The trust department of the Old Colony 
Trust Company of Boston has recently con- 
ducted an experiment in trust advertising 
which has brought some instructive results. 
Instead of distributing booklets dealing with 
complex problems of estate analysis, an 
eight-page booklet was designed to make it 
easy for a man to answer questions that 
sometime he would have to face. It divides 
the question into three parts: Estate, Busi- 
ness and Distribution or Property. It is en- 
titled “An Analysis of My Estate.” 

“From our advertisements,” says W. Her- 
rick Brown, assistant vice-president of the 
Old Colony Trust Company, “we received sev- 
eral hundred requests for this booklet. Fol- 
lowing them up with interviews we found an 
unusually large percentage of curiosity in- 
quiries. We also secured information which 
has influenced our policy as to the future 
character of our trust literature and its effi- 
cient distribution. 

“We are now persuaded that only readable, 
non-technical booklets of general information 
should be mailed “on request.” Such litera- 
ture promotes subsequent personal interviews 
and does not interfere with a proper sales 
presentation. It rather creates in the pros- 
pect a receptive attitude of mind. A booklet 
of the type “Analysis of My Estate” should 
not be mailed. It should be introduced at 
the proper time during an interview, and its 
purpose fully explained by the trust solicitor 
or life insurance counsellor.” 





RECIPROCAL FIDUCIARY POWERS PRO- 
POSED IN RHODE ISLAND 

A bill has been introduced in the Rhode 

Island Legislature which, if enacted, will en- 

list that state in the classification of states 
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which authorize trust companies and banks 
of other states to qualify in fiduciary capaci- 
ties in Rhode Island on reciprocal terms. At 
present such reciprocal authority in that 
state is confined to trustee and executorships. 
The pending bill extends the privilege to ap- 
pointments as administrator, guardian and 
conservator. National banks are given the 
same right. The measure also requires that 
foreign trust companies or banks in taking 
advantage of this reciprocal authority, must 
appoint the state bank commission as attor- 
ney for the service of legal processes. 





NEW ENGLAND BREVITIES 


The annual report of the Federal Reserve 
Bank of Boston shows total earnings for 1930 
of $2,368,085 as compared with $5,160,831 the 
previous year. To meet dividend distribu- 
tion of 6 per cent to member banks as stock- 
holders, the sum of $462,171 was transferred 
from surplus account whereas in 1929 the 
sum of $2,182,021 was paid into surplus, 

How a life insurance trust protects the 
family is explained in a well-executed book- 
let issued by the Fidelity Trust Company of 
Portland, Me. 

The Lowell Trust Company of Lowell, 
Mass., celebrated its fortieth anniversary. 
During this period the company has distrib- 
uted $444,340 of earnings in the form of div- 
idends. 


R. E. Chambers, vice-president of the Na- 
tional Shawmut Bank of Boston, has been 
chosen president of the Framingham Nation- 
al Bank at Framingham, Mass., to succeed 
Frederick L. Oaks, resigned. 

Robert G. Emerson, a vice-president of the 
First National Bank of Boston, Mass., has 
been elected to the board of directors of the 
Charlton Mills, Fall River, Mass. 





CONDITION OF BOSTON TRUST COMPANIES 


Capital 
Boston Safe Deposit and Trust Co....... $2,000,000 
eS OS 6 200,000 
6 Sy OO ee ere 100,000 
Commerce and Trust Co............... 1,000,000 
NE IND uo wils a bee cb aws 600.006: 2,500,000 
ee ee > 6 1,500,000 
NS Ag ek 6 re 500,000 
faersis Porpes Trust Co... ........0005. 500,000 
Jamaica Plain Trust Co................ 200,000 
Kidder Peabody Trust Co.............. 500,000 
Lee Higginson Trust Co................ 500,000 
pew tonmend Trust Co. .........0.0058 1,200,000 
See ARID PHM AIO. 5 cic sc ccs scwesncs 5,000,000 
ee 3,000,000 
United States Trust Co................ 2,500,000 


Surplus and 
Undivided Profits, 
Dec. 31, 1930 
$3,744,814.27 

47,825.09 
251,856.22 
388,465.86 
322,969.05 

1,534,280.73 


Assets, 
Trust Dept. 
Dec. 31, 1930 

$205,837,578.92 


Deposits, 
Dec. 31, 1930 
$20,593,252.90 
1,011,464.04 
885,358.40 
5,190,944.19 
4,824,081.90 
5,779,648.27 


619,487.01 
4,492,352.87 
1,496,573.00 


590,404.41 285,000.00 1,208,212.75 
131,548.31 3,710,842.79 8,708,842.12 

90,142.57 1,599,210.47 93,652.66 
295,886.75 3,578,859.45 15,333,431.26 
767,932.13 15,021,389.61 22,468,891.11 


3,949,418.29 
5,136,291.19 
4,110,089.76 
3,493,743.80 


121,934,070.27 
274,158,081.45 
53,020,162.22 
10,724,042.97 


62,081,485.47 
9,528,580.51 
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Chicago 
Special Correspondence 


MODEL ADMINISTRATIVE PROVISIONS 
IN TRUST FORMS 

With the rapid increase in volume of trust 
business calling for expedition as well as 
efficient handling, the larger trust companies 
and banks are giving earnest attention to 
perfecting administrative clauses in various 
types of trust agreements. The task involves 
the reconciliation of legal or statutory re- 
quirements and at the same time make ade- 
quate provision for contingencies and elas- 
ticity as to discretionary powers in personal 
trusts. While protection from every angle 
must be sought both in behalf of the maker 
of the trust and the fiduciary, there is also 
the demand for simplification of administra- 
tive clauses as a means of selling trust busi- 
ness. 

One of the most skilful and comprehen- 
sive set of trust forms is that evolved at the 
Continental Illinois Bank & Trust Company 
of Chicago which administers the largest vol- 
ume of trust assets of any institution west 
of New York. This is the result of numerous 
conferences following the merger of the Mer- 
chants Loan & Trust Company, the Illinois 
Trust Company and the Continental National 
Bank, several years ago under the present 
charter and corporate name, Each of the 
merging institutions had developed its own 
sets of administrative rules. The merger 
rendered it necessary to prepare a new set 
and retaining the best features of the old 
rules. 

The job was entrusted to the administra- 
tive heads of the respective trust depart- 
ments under the chairmanship of William H. 
A. Johnson, trust counsel of the Continental 
Illinois Bank & Trust Company. The new 
set of rules was then submitted to counsel 
for the merged institution and subjected to 
further “hammering.” As finally adopted 
the administrative rules incorporated in va- 





rious trust forms embrace the best and prac- 
tically unanimous judgment of legal counsel 
as well as the practical experience of admin- 
istrative trust officers. 


ILLINOIS BANKING ON STRONGER 
FOUNDATION 


Despite a large crop of failures and liqui- 
dations the banking situation in Illinois is 
today far stronger and healthier than at any 
time within the past decade. The record 
shows that the number of state banking in- 
stitutions has decreased since June 30, 1928 
from 1,332 to 1,118, a net decrease of 214, 
due to failures, mergers and institutions in 
receiverships. As of June 30th last year, ac- 
cording to the last annual report of the State 
Auditor, the resources aggregated $3,196,032,- 
000, representing an increase of $379,562,000 
as compared with the close of the fiscal year 
ended June 20, 1928. One of the consequen- 
ces of a large number of failures in the rural 
communities of the state is the drastic elim- 
ination of doubtful local loans and “frozen” 
agricultural notes which were negotiated on 
a basis of inflated values that prevailed dur- 
ing the war period. 

Jommenting upon the lessons taught by 
the epidemic of bank failures during the past 
year, Vice-president Paul S. Abt of the Illi- 
nois Bankers Association, says: “Unless rigid 
loan policies among other things are prompt- 
ly inaugurated by all banks to establish a 
liquidity of assets the unit banking system 
as developed in this country will be automati- 
cally superseded by branch, group or chain 
banking because of our own failure to put 
our houses in order. If we fail, it will be 
done for us by drastic legislation with or 
without our approval.” 


The newly organized Banco Di Napoli 
Trust Company has opened its doors for busi- 
ness at 906 South Halsted street, Chicago, 
with Eduard R. Maglione as president. 
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RECORD OF CODY TRUST COMPANY 

One of the oldest organizations dealing in 
real estate loans and mortgage investments 
in Chicago is the Cody Trust Company and 
its antecedents. The business had its incep- 
tion as early as 1848 when the distinguished 
Chicago jurist, Judge Hiram H. Cody, con- 
ducted a specialized professional service as 
legal adviser of mortgage investors, later 
becoming associated with the legal firm of 
Gary, Cody & Gary, including as members 
Judge Elbert H. Gary and Noah E. Gary. 
Through the intervening years the senior 
Judge Cody and his sons have earried on a 
high grade real estate loan business with the 
exception of an intervening period when the 
business was incorporated and consolidated 
with the Chicago Trust Company. In Janu- 
ary, 1927, the organization resumed its in- 
dependent status as the Cody Trust Com- 
pany. 

The Cody Trust Company has a record of 
6,100 safe loans totaling over $160,000,000. 
Capital and surplus amount to over $1,000,- 
000 with a business of over $40,000,000 of 
loans on its books and with sales of over 
$35,000,000 since resuming independent ac- 
tivity. The company also acts as real estate 
loan correspondent for the following insur- 
ance companies: Aetna Casualty & Surety 
Company, Aetna Life Insurance Company, 
Automobile Insurance Company, Home Life 
Insurance Company, Life Insurance Company 
of Virginia, Reserve Loan Life Insurance 
Company, Standard Fire Insurance Company 
and State Mutual Life Assurance Company. 
Francis H. Marling has been appointed 
vice-president of the advertising organization 
of Gamble & Company, Ltd., Chicago. 
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COMMITTEE FOR ILLINOIS BANKERS 
ASSOCIATION CONVENTION 

The Edgewater Beach Hotel has been se- 
lected as the headquarters for the forty-first 
annual convention of the Illinois Bankers 
Association, which will be held in Chicago, 
May 25-27, inclusive. The committee of Chi- 
cago bankers to make all necessary arrange- 
ments is headed by Fred A. Cuscaden, vice- 


president, Northern Trust Company. The 
other members are: John J. Anton, vice- 
president, First National Bank: H. A. Brink- 


man, cashier, Harris Trust & Savings Bank; 
Chas. A. Burns, vice-president, Foreman- 
State National Bank; W. G. Edens, vice- 
president, Central Trust Company; Geo. F. 
Emery, vice-president, Stock Yards National 
Bank; E. A. Hintz, cashier, Peoples Trust & 
Savings Bank; Geo. A. Malcolm, vice-presi- 
dent, Drovers National Bank; W. H. Miller, 
vice-president, National Bank of the Repub- 
lic; T. S. Robinson, assistant cashier, Con- 
tinental Illinois Bank & Trust Company; 
Wim. 8. Kline, president, Lake Shore Trust 
& Savings Bank. 


The Chatfield Trust & Savings Bank of 
Chicago has acquired the Harbor State Bank. 

I). M. Sweet, formerly assistant vice-presi- 
dent of the National Bank of the Republic, 
at Chicago, Ill, has been promoted as a vice- 
president. 

The Devon Trust & Savings Bank of Chi- 
cago has been merged with the Broadway Na- 
tional Bank under the name of the former. 


J. M. Appell has been elected chairman of 
the board. Eugene V, R. Thayer of the Cen- 
tral Trust Company of Illinois is chairman 


of the executive committee. 


CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 


Undivided 
Profits, Deposits, Book 

Capital Dec. 311930 Dec. 31,1930 Value Bid Asked 
Boulevard Bridge Bank. Ce rere $500,000 $577,800 $12,342,004 216 395 405 
*Central Trust Co. of Illinois... ... 12,000,000 11,530,690 139,349,099 236 258 262 
Continental Illinois Bank & Trust Co. 75,000,000 72,189, 636 964,468,140 2386 390 393 
SN eo AN Ltn S dtwie vies. a 350,000 912,509 6,817,402 360 540 560 
+First Union Trust & First National. . 25,000,000 28,145,063 571,486,172 317 500 £503 
Foreman State National-Foreman State Tr. 13,500,000 16,019,980 199,854,889 325 415 419 
Os TSS i 200,000 195,253 2,144,911 207 sles 190 
I hoo tic Slalis aiaipions is 3am 6,000,000 7,693,239 103,219,747 228 550 # £560 
Deengamtse PTUs... .6< ..6ssccc es 600,000 598,646 11,769,796 235 370 390 
**National Bank of the Republic. fw isteais auc 11,000,000 5,212,119 147,211,994 38 73 75 
Northern Trust. Sateiticse GA Richa usa Ssecs 3,000,000 9,319,351 63,075,531 410 485 490 
OOS OS See eee 2,500,000 1,531,295 28,368,503 161 355 365 
Sherids an Trust. & Savings Bank of Chie: ago. 800,000 455,912 10,370,257 153 150 ee 
inion Bank of Chicago.................. 1,300,000 1,302,794 10,484,416 200 157 163 
REO oc ois ala Sw 'sahee eid oad 6% 1,000,000 673,768 10,808,208 163 270 £290 
NEMA NIG iy) 5 ice bw oe ha ew lala we 600,000 400,647 7,769,225 177 270 # £290 


* Central Trust Book Value does not include Securities Co. 


+ Stock owned by First National Bank. 
** $20 Par Value. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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Pittsburgh 


Special Correspondence 


PITTSBURGH DISTRICT ‘TRUST 
MINDED” 

Five years ago the aggregate amount of 
trust funds held by the trust companies and 
banks of Alleghany County which embraces 
the Greater Pittsburgh area, amounted to 
approximately half a billion dollars, exclusive 
of corporate trusts. At the close of 1930 the 
total of trust funds comes close to the billion 
figure. Seven of the larger trust companies 
and banks of this city alone report combined 
trust funds of $826,000,000, to which the 
Union Trust Company contributes $379,000,- 
000, the Fidelity Trust Company $220,000,000 
and the Peoples-Pittsburgh Trust Company 
$117,000,000. The industrial and financial 
importance of this district also finds reflec- 
tion in the great volume of corporate trusts. 

Trust business has been a matter of many 
years of cultivation and growth in this city, 
With the Peoples-Pittsburgh Trust Company, 
dating its service as far back as 1867 and the 
Fidelity Trust Company to 1886. The prog- 
ress made in fostering the will-writing habit 
among Pittsburgh people is evidenced by 
the fact that out of every 100 property own- 
ers who died in 1930 there were 65 who left 
wills. This is far above the average record 
in the United States. 


-—_—_—_ — 


DOLLARS SAVINGS CONSOLIDATED 

WITH PEOPLES-PITTSBURGH TRUST 

The Dollar Savings & Trust Company of 
the North Side has been consolidated with 
the Peoples-Pittsburgh Trust Company and 
is now designated as the Peoples-Pittsburgh 
Trust Company, Dollar Savings & ‘Trust 
Branch. The Dollar Savings & Trust had 
total asset of $16,290,000, according to its 
statement as of December 31, 1930. The Peo- 
ples-Pittsburgh showed total assets of more 
than $100,000,000 at that time. 

Officers of the Savings & Trust Company 
are George E. Meyer, chairman of the board; 
William D. Cotterrel, president; J. F. Me- 
Candless and Edwin G. MeNair, vice-presi- 
dents; John W. Cunningham, vice-president 
in charge of trusts; Albert F. Bruggeman, 
secretary and treasurer. 

The Bank of America Trust Company of 
Pittsburgh announces the election of George 
Kirch as secretary and treasurer. He was 
formerly with the Pennsylvania Trust Com- 
pany. 

The Peoples-Pittsburgh Trust Company has 
lost through death, one of its most valued 
directors, Louis Kuehneisen, Jr. 
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RESOURCES OVER 
$100,000,000 
* 


PEOPLES-PITTSBURGH 
TRUST COMPANY 
PITTSBURGH, PA. 
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ELECTED CHAIRMAN OF EXECUTIVE 
COMMITTEE 

Clarence F. Norment, for many years a 
member of the executive committee of the 
American Security & Trust Company of 
Washington, D, C., has been elected chair- 
man of that committee. He succeeds to the 
vacancy caused by the recent death of B. 
Francis Saul, who was chairman of the com- 
mittee and a director for a number of years. 
Mr. Norment was first elected chairman of 
the American Security & Trust in 1897 and 
since then has been active in the affairs of 
the company. 

Three new directors have been added to the 
board of the American Security & Trust Com- 
pany, namely, Charles A..Carry, George A. G. 
Wood and John Saul. 


The Miners National Bank of Nanticoke, 
Pa., has obtained authority to conduct trust 
business. 

F. E. Richardson, vice-president of the Se- 
wickley Valley Trust Company for the past 
five years, has been elected president. 

The new Union Trust Company has opened 
for business in Union City, Ind., with capital 
of $50,000. Purl I. Turner, president. 
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WHEN BANK DIRECTORS FAIL TO 
PERFORM THEIR DUTIES 
(Continued from page 310) 

in him, and he had violated that confidence 
by paying no attention to the business. He 
left the office with the remark that he would 
not pay a cent. He never did, for he died 
after the suit was filed, but his estate paid. 

It is the duty of the Comptroller’s office, 
when a national bank has failed and there 
is sufficient cause, to collect for the deposi- 
tors on the directors’ liability. Often failure 
of the bank means the financial failure of the 
directors and there is nothing to collect but 
it may be noted in the last three years we 
have recovered for the depositors of failed 
banks from this source, over $2,400,000. 
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STANDARDIZING LIFE INSURANCE TRUST 
PRACTICES AND POWERS 
(Continued from page 321) 
ed trusts. In such cases, as well as in cases 
of trusts for business purposes, it is espe- 
cially necessary that the life company be 
furnished with a copy of the trust agree- 
ment, as such agreements differ so widely in 
their purposes and provisions that it is ob- 
vious the life companies cannot intelligently 
prepare proper forms for making the policies 
payable to the trustee without having full 
information in regard to the agreements... . 

Discussing the question of trust invest- 
ments, some mention might be made of the 
plan originated by one of the large New 
York trust companies, to provide a means 
whereby individual trust funds may enjoy 
the very material investment advantages and 
opportunities inherent in a large fund which 
is invested in a well-diversified list of con- 
servative securities receiving the constant 
supervision of able investment men. This 
principle of diversification, which in effect 
applies the law of averages to investments, 
has had a most important part in the very 
successful investment experiences enjoyed by 
the life companies. It is therefore of great 
interest to life insurance men that the trust 
companies are making the benefits of mingled 
investments available to trust funds. 

In conclusion, a much greater part of the 
present outstanding volume of insurance 
could be placed in trust company care with 
very material advantages inuring thereby to 
the settlors and their beneficiaries. There- 
fore, the trust companies and life companies 
must continue with increased zeal their joint 
efforts to serve the insuring public, for the 
next ten years will doubtless witness an in- 
erease in the production of life insurance 
that will dwarf even the astounding in- 
crease of the past decade. 


COMMINGLING OF TRUST FUNDS 
(Continued from page 338) 

from the opinion of their own counsel, and 
from some experience with the Bureau of 
Internal Revenue, that the income of the 
fund is not taxable to the trustee, but only 
to the estates and trusts and the ultimate 
beneficiaries entitled to receive distribution, 
no formal ruling has been obtained. 

Subsequent to the preparation of this 
paper, and on February 14, 1931, the Bureau 
of Internal Revenue, having before it a 
declaration of trust, embodying substantially 
the plan hereinabove outlined, ruled that 
such declaration of trust does not constitute 
a taxable entity. From this ruling, it is our 
understanding that the income received by 
the trustee of the commingled fund will not 
be subject to taxation at the rates applicable 
to corporations, or be taxable at all to such 
trustee, but will be taxable only to the ulti- 
mate beneficiaries as if received directly by 
the participating trusts, and without the in- 
tervention of the commingled fund. 
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EFFICIENT TRUST ADMINISTRATION 
(Continued from page 348) 

does not render as many services or sell as 
many items as the corner drug store, is a bit 
old-fashioned and, after all, hardly the place 
for a progressive business man to deal. We 
have passed through an era where it seemed 
necessary to have groups of executive offi- 
cers conferring about problems of finance, 
of business development and of service rather 
than have a few men giving some honest 
thought to the best way in which to develop 
an extremely simple business formula. 


We are passing through an era of sound 
and fury which, to a great degree, has really 
signified nothing. Let us not be disturbed 
nor distracted by the sound. Let us not be 
inoculated with the fury. But let us rather, 
holding fast always to the simple formula 
“conservation of clients’ property” and “divi- 
dends for our stockholders,” go evenly on 
our way and by our quiet progress reach 
that dignity of knowledge which earns the 


respect, the esteem and the confidence of 


all the people we seek to serve. 
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The Federal Farm Loan Board reports 
that during last year the Federal Land Banks 
made a total of 12,572 loans aggregating $47,- 
971,000 and that at the close of the year the 
aggregate of loans outstanding amounted to 
$1,189,604,000, representing 410,493 loans. 

Seott S. Leiby, solicitor of the Keystone 
Trust Company of Harrisburg, Pa., has been 
elected vice-president. 


‘ 
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St. Louis 


Special Correspondence 
FUNDS IN TRUST FOR UNEMPLOYED 
RELIEF 

The unemployment problem looms large 
upon the horizon, not only as a result of busi- 
ness depression, but as an economic problem 
which must be met as a resuit of increasing 
mechanical efficiency in production and what 
has been termed “technical unemployment.” 
One of the most practical suggestions dealing 
with this national problem is that which 
comes from John G. Lonsdale, president of 
the Mercantile-Commerce Bank & Trust Com- 
pany of St. Louis and former president of the 
American Bankers Association. 
sal is that corporations extend the policy of 
holding back part of earnings as surplus to 
insure payment of dividends, and adopt a 
plan of laying aside surplus funds to sus- 
tain the employee when he is out of a job. 
Mr. Lonsdale, in the course of a recent ad- 
dress before life insurance presidents, also 
recommended that life insurance companies 
seek legal authority to set up provisions for 
a fund to be held in trust and to be applied 
with due discretion in assuring employees 
against unemployment distress. Commenting 
further on the subject Mr. Lonsdale said: 

“Whenever situations grow to the propor- 
tions of a national, or international menace, 
a satisfactory way out generally is found. A 
number of business firms already have paved 
the way by setting up safeguards against the 


day of unemployment, through apparently 
safe and sane plans. More will follow in 


rapid order. 
next decade 


Is it too much to hope that the 
will see the questions of un- 
employment and old age security largely 
solved? Perhaps our world shall never be- 
come the Land of Utopia, because the com- 
plexities of civilization give rise to new prob- 


lems almost daily, but solution of the two- 


just named would go a long way toward re- 
alizing that state of happiness for which man 
is always striving.” 


BUSINESS OUTLOOK IMPROVES IN 
ST. LOUIS DISTRICT 

Although the business situation in this 
district still lingers under the cloud of gen- 
eral depression, there are concrete evidences 
of improvement in some quarters and more 
favorable sentiment than for many months, 
according to the current review of the Fed- 
eral Reserve Bank of St. Louis. Industry 
has increased its pace moderately, and dis- 
tribution of merchandise as a whole has be- 


His propo-. 
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gun to move upward. In a number of whole- 
saling and jobbing lines sales have been con- 
siderably larger and in some classifications 
the increases were greater than could be as- 
cribed to purely seasonal considerations. 
While volume in virtually all lines was still 
substantially below a year earlier, the de- 
creases in many instances are much less 
marked than those which have been recorded 
in recent months. In manufactured goods 
and some raw materials there are signs of 
progress in the direction of price stabiliza- 
tion, though a considerable degree of un- 
certainty and irregularity still exists. 


DIRECTOR OF THE MISSISSIPPI VALLEY 
TRUST COMPANY 


One of the wise policies observed by the 
Mississippi Valley Trust Company of St. 
Louis is to preserve the policies and rela- 
tions of the institution through its board of 
directors as well as by official management. 

Typical of this policy is the presence on 
the board of Robert A. B. Walsh, son of the 
late Julius S. Walsh, who was founder of 
the company. He brings to the councils of 
the organization not only an intimate ac- 
quaintance with the affairs of the Mississippi 
Valley Trust Company from early youth, but 
having also a background of large business 
interests and experience. 


Robert A. B. Walsh is a native of St. 
Louis and received his education at St. 


Louis University, the Georgetown University 
of Georgetown, Washington, D. C., and at 
Princeton College. He gan his business 
career as an assistant to the superintendent 
of the Mississippi Glass Company, of which 
he later became vice-president, which office 
he continues to occupy. He is also associ- 
ated as officer or director with a number of 
other important business enterprises, includ- 
ing that of vice-president and a director of 
the Mississippi Wire Glass Company of New 
York; director of the Universal Arch Com- 
pany of Chicago; president of the Vandalia 
Land & Home Company of Vandalia, Mo., 
and director of the Vandalia Lumber & Re- 
alty Company. 


The United States Agricultural Depart- 
ment reports that as a net result of adding 
the surplus of births over deaths on farms, 
the farm population of the country has 
shown an increase in 1930 for the first time 
in ten years. 

The Chouteau Trust Company of St. Louis 
has been admitted as a member of the Fed- 
eral Reserve System. 
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ACTIVE IN COMMUNITY AND PUBLIC 
SERVICE 
John G. Lonsdale, president of the Mercan- 
tile-Commerce Bank & Trust Company of St. 
Louis, has been chosen for the third time 
as chairman of the Advertising Committee of 
the Industrial Club of St. Louis. Two other 
important posts were added to Mr. Lonsdale’s 
long list of duties only recently when he 
became vice-president of the United States 
Chamber of Commerce and a member of the 
Red Cross Committee headed by Calvin Cool- 
idge and Alfred E. Smith: 





The Commerce Trust Company of Kansas 
City, Mo., ranks as number 56 in the list of 
100 largest banks and trust companies in 
the United States, with deposits of over 
$100,000,000; capital, surplus and profits of 
$9,520,751. 

The Lafayette National Bank & Trust 
Company of Luxemburg, Mo., has taken pos- 
session of its handsome new building. John 
I. Meyer is president. 


SALES MANUAL OF TRUST SERVICES 

Oliver J. Neibel, assistant trust officer of 
the Commerce Trust Company of Kansas 
City, Mo., has developed in booklet form a 
sales manual of trust services which is de- 
signed to familiarize and aid officers, direc- 
tors and employees in directing business to 
the trust department. As stated in the fore- 
word, each officer has his own individual 
duties and cannot be expected to devote a 
large part of his time to selling trust serv- 
ices. The manual is primarily useful in giv- 
ing officers, directors and employees a ready 
means of reference whenever they are called 








Franklin-American Trust Co.............cscccees- 
Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
Mississippi Valley Merchants State Trust Co....... 
ae, ee MUNIN ERMINE AGO, a, Sc oc wins oo ev weanes 


*Accepts no deposits. 
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upon to give advice and counsel to friends 
and customers. 

The manual sets forth concisely the vari- 
ous services of the trust department, the im- 
portance of a will; why a trust company 
should be named; necessary steps in admin- 
istration of average estate; and the advan- 
tages of creating testamentary or voluntary 
and life insurance trusts, together with much 
related information. 

The Commerce ‘Trust Company has had 
twenty-three years’ experience. It has the 
largest trust department in Kansas City with 
strong capital structure. 


CHAIRMAN OF VIRGINIA FARMERS’ 


RELIEF 
Julien H. Hill, president of the State- 
Planters Bank & Trust Company of Rich- 


mond, has been elected chairman of the Vir- 
ginia State Advisory Committee of the 
United States Department of Agriculture in 
connection with the distribution of financial 
assistance to drought-stricken farmers of the 
state. The committee is receiving applica- 
tions for loans of advances for the pur- 
pose of organizing local agricultural credit 
corporations, livestock loan companies or 
similar organizations whose financial setup 
will be aided by the Federal Government. 


The Fulton National Bank of Atlanta, Ga., 
is arranging to establish a branch in Decatur, 
Ga., and under recommendations approved by 
depositors of the closed Decatur Bank & 
Trust Company will endeavor to obtain 100 
per cent dividends for the depositors of the 
closed institution. 





Surplus and 


Capital Undivided Profits, Deposits, 
Dec. 31, 1930 Dee. 31, 1930 
. .$2,600,000 $1,930,864.72 $38,630,017.77 
.. 2,150,000 1,890,372.12 25,688,866.33 
. .10,000,000 7,815,587.81 123,821,694.24 
. . 6,000,000 3,803,061.38 77,091,560.08 
.. 5,000,000 Ble ee 8 - w a cscasiew es 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 


Undivided 
Profits Deposits 
Capital Dec. 31,1930 Dec. 31,1930 Par Bid Asked 
American Security & Trust Co.............. $3,400,000 $4,149,336.79 $30,486,747.35 100 350 364 
OE OS a eran ae 2,000,000 1,536,451.96 4,944,833.29 100 125 160 
National Savings & Trust Co............... 1,000,000 3,038,406.61  13,492,040.02 100 445 458 
NUISROND ARTEL 150.0. occ cncsseccecccdsvccce SAUD 8 §61,215 86286 8,728,477.63 100 215 230 
Washington Loan & Trust Co.............. 1,000,000 2,548,912.73 16,254,588.96 100 435 458 


Figures furnished by The Washington Loan & Trust Co. and as reported to U.S. Comptroller of the Currency 
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Cleveland 


Special Correspondence 


EARNING STATUS AND GAINS BY CLEVE. 

LAND BANKS AND TRUST COMPANIES 

An interesting statistical picture of the 
growth and earnings of Cleveland trust com- 
panies and banks covering the past five years 
has been compiled by Otis & Company, and 
reprinted in part by the Union Trust Com- 
pany. The table shows marked gains in capi- 
tal funds, deposits and indicated earnings, to- 
gether with ratio of deposits to capital funds, 
and other calculations based on financial 
statements at close of 1926 and 1930 inelu- 
sive. While earnings last year reflected busi- 
ness conditions, the net result is indicative of 
sound banking policies. Trust business has 
accounted for considerable proportion of 
earnings during 1930. 

The Union Trust Company shows increase 
in capital funds since 1926 from $36,863,642 
to $39,726.262 at close of 1980, with gain in 
deposits from $276,595,294 to $301,291,565, 
with high point in deposits of $310,392,000 in 
1928. Indicated earnings last year were 
$2,851,381 as against $3,388,849 in 1929 and 
ratio of earnings on capital funds of 7.2 per 
cent. The Cleveland Trust Company shows 


increase in deposits since 1926 from $233,- 
OS6,086 to $280,606,200, with high point of 
$298,227,000 in 1929; increase in capital 
funds from $16,251,569 to $26,652,853; indi- 
cated earnings last vear $1,806,044, equal to 
G.S per cent on capital funds. 

The Guardian Trust Company shows in- 
crease in deposits from $118,925,139 to $157,- 
1S9.572, representing high point and increase 
of ten millions during 1930; increase in capi- 
tal funds since 1926 from $9.861,842 to $17,- 
729,475: indicated earnings of $1,335,751 last 
year representing 7.6 per cent on capital 
funds. The Central United National Bank 
shows increase in deposits from $67,248,264 
to $87,605,948, representing high point and 
increase of three millions last year. Capital 
funds increased since 1926 from $7,800,778 
to $9,874,179, with indicated earnings last 
year of $749,285 as compared with $721,383 
for 1929 and equal to 7.7 per cent on capital 
funds, 


In the State of Ohio 46 per cent of the 
property owning residents who died in 1927 
left no wills. The record shows that during 
1927, 20 per cent more wills were filed than 
in 1924. Latest probate returns show a 
marked gain in the percentage of wills filed 
and probated. 
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ELECTED VICE-PRESIDENT OF 
STANDARD TRUST COMPANY 
The Standard Trust Company of Cleve- 
land, which is experiencing rapid growth, an- 
nounces the election of J. L. Clarke as vice- 
president and executive officer. He comes to 
the Standard from the California Bank of 
Los Angeles and has had thirty years of com- 
mercial and branch banking experience. He 
held a senior position with the Bank of 
Montreal and for the last eight years was 
associated with the California Bank. Ac- 
cording to C. Stirling Smith, the president 
of the bank, Mr. Clarke, will have supervision 
of all branch officers and will serve on all the 
important committees. 


The Union Trust Company of Cleveland is 
listed as the seventeenth among the 25 larg- 
est banks and trust companies in the United 
States, The Cleveland Trust Company is 
Number 20 on the stellar roll. O. C. Gray, 
former superintendent of Banks in Ohio, has 
been elected executive vice-president of the 
First National Bank of Ironton. 

N. W. Judkins has been elected vice-presi- 
dent of the Ohio Savings & Trust Company 
of New Philadelphia, Ohio. 
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REPORT OF FIRST BANK STOCK 
CORPORATION 
The second annual report to stockholders 
of the First Bank Stock Corporation of Min- 


neapolis, Minn., showed operating earnings 
for the year ending December 31, 1930 of 


$6,166,573.33. Of this amount, the earnings 
applicable to stocks and other assets of the 
corporation amounted to $5,975,188, or $1.93 
per share on the 3,093,758 shares of stock out- 
standing on December 31st. On the basis of 
$25 per share, earnings were at the rate of 
7.72 per cent, nearly twice the established 
dividend of $1 per share per year. The con- 
solidated balance sheet showed total re- 
sources in the group of $470,217,602.22, of 
which $247,030,781.71 was represented by 
cash and due from banks and securities and 


high grade commercial paper. 
At the recent midwinter meeting of the 
Ohio Bankers Association, the president of 


the association, Edward A. Seiter, and vice- 
president of the Fifth Third Union Trust 
Company of Cincinnati, stated: “The froth 
of business is being eliminated and a new 
sound foundation is being laid.’ 
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Los Angeles 


Special Correspondence 


LAWYER-TRUST COMPANY ISSUE 
REAPPEARS 

California has been for some years a 
battle ground for the controversy between 
members of the bar and trust companies as 
relates to alleged encroachments upon the 
legal preserves and “practice of the law.” 
A bill, more drastic in its attempt to restrict 
the services and the usefulness of trust 
companies and banks in performing fiduciary 
business, has made its appearance, notwith- 
standing the progress which has been made 
between committees representing the bar as- 
sociation and the trust companies, The latest 
attack upon trust companies and fiduciary 
banks has assumed such a hostile nature that 
there is a possibility of the trust people re- 
sorting to public referendum and initiation 
of laws which will once and for all settle 
the controversy from more angles than 
merely the question of practicing law. 

Trust administration by trust companies 
and banks in California has acquired such 
publie confidence and approval that an ap- 
peal to the people through a referendum 
would unquestionably favor the trust com- 
pany contentions. The fact that the better 
and more representative members of the 
California Bar Association are not in sym- 
pathy with hostile legislation is shown by 
the majority report presented at a recent 
meeting of the California Bar Association 
by its Title and Trust Company Committee. 
The terms of agreement and conclusions sub- 
mitted in this report reflected a genuine dis- 
position to cooperate with corporate fiduci- 
aries along practical lines. However, the 
meeting at which this report was presented 
for action, had a preponderance of members 
in attendance who were obviously inter- 
ested not so much to encroachments upon the 
domain of law as opposed to the development 
of trust service. Because of numerical op- 
position from this source, the committee re- 
port was deprived of practically all of its 
terms which afforded a genuine basis for 
amicable understanding with trust com- 
panies. 


CALIFORNIA BANKERS WILL CONVENE 
IN LOS ANGELES 

Particularly appropriate is the selection 

of Los Angeles for the forthcoming fortieth 

anniversary and anual convention of the 

California Bankers Association to be held 
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May 21-23. The association was organized 
in this city forty years ago in 1891 when the 
total resources of California banks amounted 
to $2838,000,000 as compared with the sum- 
mary of $4,227,900,000 in June, last year. 
This “home-coming”’ will mark the third 
time that the association had been enter- 
tained by Los Angeles. 


Following precedent, the Los Angeles con- 
vention will see the elevation of a Los Angeles 
banker to the association’s presidency. Her- 
bert H. Smock, vice-president and cashier of 
the Security-First National Bank, is vice- 
president of the association and in natural 
progression will succeed Lane D. Webber, 
vice-president and trust officer of the First 
National Trust & Savings Bank of San Diego. 
to the presidency. 


LONG SERVICE WITH CITIZENS 
NATIONAL TRUST 

WH. T. Pettigrew, senior vice-president of 
the Citizens National Trust and Savings 
3ank of Los Angeles, is now serving in his 
fortieth year of association with that insti- 
tution. Mr. Pettigrew is one of the oldest 
members of the banking fraternity in Los 
Angeles. His banking experience began in 
Wyoming, at the First National Bank of 
Sundance. In 1888 he came to Los Angeles, 
and entered the Southern California National 
Bank, which later became the former Mer- 
chants National. When Mr. Pettigrew joined 
the Citizens, in January, 1901, the bank staff 
consisted of eight people, and deposits were 
only about $1,700,000. The latest statement 
shows resources of $141,540,000; deposits, 
$114,651,000, representing gain of $6,000,000 
last year, and combined capital funds of $16,- 
101,000. 





LOS ANGELES BREVITIES 
The Glendale-First Branch and the Glen- 
dale Branch of the Security-First National 
Bank of Los Angeles have been consolidated 
under the direction of Vice-presidents Robert 
F. Kitterman and De Los H. Smith. 


Laurence L. Hill, publicity director of the 
Security-First National Bank of Los Angeles 
is author of an interesting book entitled 
“La Reina De Los Angeles.” 


E. H. Booth, assistant trust officer of the 
Title Insurance & Trust Company of Los 
Angeles, has been appointed secretary of the 
Los Angeles Stock Transfer Association. 

The California Code Revision Commission 


has drafted a revised Probate Code for legis- 
lative action. 
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San Francisco 


Special Correspondence 


“CLEAN SLATE” FOR CALIFORNIA 
BANKING 

With the country at large rolling up a la- 
mentable total of banking failures during 
the past year, the State of California has 
been relatively free from such fatalities. The 
new Superintendent of Banks, Edward Rai- 
ney, in commenting upon the banking record 
of this State, says: “While in other states 
of the Union banks, usually sadly underecapi- 
talized, have closed their doors in unprece- 
dented numbers, not one California banking 
institution has been forced into liquidation 
through stress of economic conditions. The 
California Bank Act is responsible in a large 
measure for the solid condition of the banks 
working under its provisions. The Act is 
looked upon as the best in the nation, Its 
departmental feature is one of the finest of 
its provisions and makes for safety in a most 
positive way.” 

The department records show that during 
1930 there were five small banking institu- 
tions closed during 1930. The Bank Superin- 
tendent explains that: “Dishonesty or the 
back-wash of dishonesty. have been respon- 
sible for trouble in two recent cases of bank 
failure, while natural death, long expected 
because of the location of an _ institution 
where no bank ever should have been opened, 
played its inevitable part in another in- 
stance.” 

Considering the great volume of banking 
resources in California, aggregating over 
$4,200,000,000, the percentage of resources in- 
volved in bank closings, is negligible. As the 
result of efficient liquidation it is more than 
likely that depositors will suffer no ultimate 
loss. 


CALIFORNIA’S BIG BANKS AND TRUST 
COMPANIES 


California may boast of twelve banks and 
trust companies in the roll of the country’s 
one hundred largest banking institutions 
with total resources of $2.665,000,000. They 
are, in order: Bank of America N. T. & S. A., 
San Francisco, with resources of $998,039,- 
477; Security-First National, Los Angeles, 
with resources of $548,799,659: American 
Trust Company, San Francisco, with re- 
sources of $245,070,948: Wells Fargo Bank & 
Union Trust Company, San Franciseo, with 
resources of $139,234.454; San Francisco 
Bank, San Francisco, with resources of $134,- 
302, 813; Citizens National Trust & Savings, 


Los Angeles, with resources of $114,651,019 ; 
Anglo & London Paris National, San Fran- 
cisco, with resources of $109,762,217 ; Califor- 
nia Bank, Los Angeles, with resources of 
$108,512,296; Bank of California N. A., San 
Francisco, with resources of $88,438,511; 
Anglo-California Trust Company, San Fran- 
cisco, with resources of $78,486,417; Crocker 
First National, San Francisco, with resources 
of $72,885,101, and the Farmers & Merchants 
National, Los Angeles, with resources of $66,- 
403,909. 


SAN FRANCISCO BREVITIES 

In San Francisco there were 52 out of 
every 100 persons who died during 1930 and 
leaving property, who left no wills. 

San Francisco savings banks reported an 
increase of $20,000,000 in savings accounts 
during the last quarter of 1930, 

Not a single bank failure was recorded in 
San Francisco during the trying year of 1930. 

The Transamerica Corporation of Cali- 
fornia has absorbed the business of the Inter- 
coast Trading Corporation. 


NEW TRUST BUSINESS OBTAINED BY 
SECURITY-FIRST NATIONAL OF 
LOS ANGELES 


In the face of general business depression 
the Security-First National Bank of Los An- 
geles established a high record for new trust 
business secured during 1930. The total value 
of the new trust business last year was 113 
per cent greater than the new business ob- 
tained in 1929. The number of wills in- 
creased 44 per cent and the value of estates 
represented by them 95 per cent. The num- 
ber of private trusts increased 120 per cent; 
value of trust assets increased 138 per cent. 
Insurance trusts increased 144 per cent in 
number and in value of assets 100 per cent. 

This large growth in business is due to 
centralization of trust department manage- 
ment, more aggressive and whole-hearted co- 
operation of banking officers, increase and 
extension of trust advisor service, re-editing 
of trust booklets, trust development meetings, 
and the good-will and cooperation of the 
bank’s many attorney friends. 

Trust advisors, through the necessary and 
helpful cooperation of the branches, origi- 
nated approximately 46 per cent of the new 
business in wills and life insurance trusts. 
Nine trust departments originated 84 per cent 
of the private trust business. Long Beach 
branch takes first place among all branches 
by having produced $25,870,000 of business. 
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RESTORING AMERICAN BUSINESS 
(Continued from page 304) 
copper feel the pinch, many export lines are 
affected, including very many manufacturing 
lines. Our people are trying to readjust 
themselves to this situation. In time they 
can do it. In time perhaps enough farms 
will be abandoned and enough of our people 
will have shifted from producing for foreign 
markets to producing for domestic markets, 
so that the balance will be restored and we 
can go on again. But this is a painful and 
laborious process. We could cut through it, 
and could make it unnecessary, if we cour- 
ageously reduced our tariffs so that a sub- 
stantially increased volume of imports could 
come in and give the foreigner the necessary 
dollars to take our exports out. 


Needless Exaltation and Depression 


Some of us have been bankers for forty 
years or more. We went through the diffi- 
cult period of the middle nineties, some as 
bankers in distressed agricultural regions, 
some in large financial centers. We lived 
through the distress of the last half of 1893 
and the whole of 1894. We witnessed the 
brilliant but short-lived recovery of 1895 and 
the renewed distress of 1896. We witnessed 
the marvelous recovery which began in 1897 
and which continued with scarcely an inter- 
ruption, so far as business was concerned, 
to the panic of 1907, though there were dis- 
tressing episodes in the stock market in 1901 
and 1903. We witnessed the strong recovery 
of 1909, the moderate reaction and relatively 
quiet business of 1910-13, and we have, of 
course, gone through the crisis of the out- 
break of the war, the war time and the post- 
war boom, the crisis and depression of 1920 
and 1921 and the period of boom and reaction 
of recent years. 

Forty years’ experience of this kind gives 
one a certain steadiness of vision, a certain 
ability to look beyond the immediate situa- 
tion. When markets are booming the hope 
and enthusiasm run high and prices mount 
with great rapidity, we do not trust them. 
We know that enthusiasms will overdo them- 
selves in boom times. We grow cautious 
and we exert our influence towards moder- 
ating the enthusiasm about us. When re- 
action and extreme depression come, again 
we do not believe them. We know that they 
are overdone. We know that men are need- 
lessly depressed and the exaggerated fears 
and absurd rumors make no proper basis 
for a judgment of the future. 


Psychology of Business 
The United States will not stay long on 


a level of business as low as that of the 
winter of 1930-31, nor will the outside world. 
Part of our trouble are the unavoidable con- 
sequences of valid causes. Part of our trou- 
bles will not immediately disappear. But a 
large part of our trouble is the consequence 
of a paralyzing fear, unreasonable and partly 
unreasoning, and when this fear gives way 
to reasoned calculation of facts, business will 
speedily become very substantially better. 

I am not disposed to think that we can 
dissipate fear merely by talking cheerfully 
or that we can dissipate unreason merely 
by talking reasonably, though both of these 
things help. Rather, my experience would 
teach me that there is a certain rhythm in 
these matters, that there is a law in human 
psychology of action and reaction. Fear and 
enthusiasm are largely emotional rather than 
intellectual. We get rid of them by going 
through them. After a while they wear them- 
selves out. The change comes, not with the 
change in the facts, but merely with the 
rebound in our spirits. Business is bad. It 
will get better. In time it will be very good 
again. And then in all probability we shall 
build false hopes upon it. We shall probably 
over capitalize it. We shall probably 
erect unsound credits on the basis of beliefs 
and hopes. And then, if we do as heretofore, 
it will get bad again. I believe that we are 
about through the worst of the present de- 
pression, and that better times are ahead 
of us. 


CLARIFYING TRUST LAWS 
(Continued from page 308) 
final. Equity will not substitute its opinion 
for that of the trustee. 

Back of all agreements and all statutes is 
the great body of equity jurisprudence shed- 
ding its interpretative light upon them. Con- 
tributions are constantly being made to the 
field of professional learning. Daniel S. 
Remsen has lately re-explored the field in 
the new edition of his work on “The Prepara- 
tion of Wills and Trusts” and has gathered 
together or composed many valuable grants 
of specific powers to executors and trustees. 
A committee of the American Bankers Asso- 
ciation is making a like study in the field 
of legislation. Various state groups are giv- 
ing the subject consideration and are formu- 
lating paragraphs suitable for local use. It 
is by processes such as these, and by the 
scholarly work of individuals and small 
groups throughout the country that the 
powers of executors and trustees will emerge 
from the realm of dangerous uncertainty 
into the status of sharp-edged and useful 
tools. 
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